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Diversify | 
July Investments 


With Straus Bonds 


TRAUS Bonds form a class of securities which are 
entitled on their merits to be included in every well- 
diversified investment account. 


In increasing numbers, large investors are purchasing 
Straus first mortgage bonds for diversification, to average 
up both safety and income, and on account of their free 
and -steadily broadening market they appeal to the 
investor of large means and long experience, and yet 
they can be purchased in amounts as low as $100. 


Every July investor with large or small sums to place 
should examine our July first mortgage bond offerings, 
yielding 5.75 to 6.25%. Call or write for 


BOOKLET D-860 





The Straus Hallmark on a bond stamps it at once as the premier 
real estate security. 


S.W. STRAUS & CO. 


ESTABLISHED 1882 ~.. INVESTMENT BONDS INCORPORATED 











an 


Straus BUILDING Straus BuILDING Straus BuILDING 
565 Fifth Ave. at 46th St. 79 Post Street Michigan Ave. at Jackson Blvd. 
New Yorr San FRANCISCO CHICAGO 


44 YEARS WITHOUT LOSS TO ANY INVESTOR 






















































































ese Standard Gas and 
Meg, Electric Company 


One of the largest Public Utility 
systems under a single management 


E system of Standard Gas and Electric 
Company directly serves a totalof 1,200 
communities, an estimated population of We 
— 5,500,000, in nineteen states. NORTH 


Larger cities in this group include Pitts. eA OTe 
burgh, San Francisco, Tacoma, San Diego, 

Minneapolis, Saint Paul, Louisville, Okla- 

homa City and Pueblo. 


Combined assets exceed $900,000,000. 
Gross earnings of present operated utilities fh 
are more than $140,000,000 annually. aS #j. 


About 1,400,000 electric and gas custom- 

ers are served by the operated properties, SOUTH 
which have electric generating capacity of DAKOTA 
1,478,933 horsepower, a large part of which 

is water power, and 35,655 miles of trans- 

mission and distributing lines. 


There are over 135,000 shareholders of 
the Company and its operated and affiliated 
companies. 
ieee in Standard Gas and Electric | 
tection of wide property distribution 


ep 
and specialized, long experienced management. 
Send for new 32-page illustrated booklet.B R358. 
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H. M. Byllesby & Co. 


Incorporated 
CHICAGO NEW YORK 


231 So. La Salle St. 111 Broadway 
BOSTON PHILADELPHIA PROVIDENCE DETROIT 
MINNEAPOLIS ST.PAUL KANSASCITY , 


Investments Backed by Successful Engineering- Management 
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A First Mortgage Bond 
Yielding 6.70% 


The Redemption 


Feature 
of the 


Hudson River Navt- 


gation Corporation 


6%% Convertible (Closed) 
First Mortgage Sinking Fund 
Gold Bonds, Due May 1, 1951 


Provides: 


A Minimum Yield 
of 6.70% 


(All Bonds, if held to maturity or 
until drawn by sinking fund, must 
be redeemed at a price of 105) 


If drawn prior to maturity, how- 
ever, yields are as follows: 
Bonds drawn in first 

year, yield...... 11.50% 
Bonds drawn in fifth 

year, yield ...... 7.80% 
Bonds drawn in tenth 

year, yield ...... 7.30% 


In this connection the following par- 
agraph, taken from the letter of 
President Clifford S. Sims, is sig- 
nificant : 
“Because of the fact that 
the City of New York has 
declared its intention to 
acquire _ the property 
known as Pier 32 on the 
North River, at the foot of 
Canal Street, by condemna- 
tion proceedings or other- 
wise, the Trust Deed will 
provide that the proceeds 
derived from such sale or 
transfer, when, as and if 
made, to the extent of 
one-half thereof, or in 
any event, not less than 
$1,000,000, shall be used 
for the purchase and can- 
cellation of bonds of this 
issue at a price up to 105.” 


This Pier has been vari- 


ously appraised at a value 
of $2.500,000 to $3,150,000. 


We recommend there 
Bonds for Investment 


Descriptive circular on request 


F. J. LISMAN & CO. 


Members New York Stock Exchange 


20 Exchange Place New York 




















~ 


GLLLLLLLLLLLLLLLLLLLLLLLALLLLELLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLSLLSLSLS LUN HY 


NS 
N 
N : : 7 N 
\ Member Audit Bureau of Circulation \ 
N N 
N N 
N 
\ CONTENTS 
N N 
N Vol. 38, No. 6 July 17th, 1926 X 
N 
N 2222222LLLLLLLLILI LOLI EDIT. ZILLI EIN 
- 2 N 
N INVESTMENT AND BUSINESS TREND.....................0. §11 \ 
N Stupendous Growth of Fublic Utilities an Outstanding Feature of N 
N NN ik oes ein aig in 855 4ST ES LE Moe ss 500 CE oe sane AS 
N Are Our Corporations Building Up Their Cash Assets at the Expense N 
N of the Individual Shareholder? By George B. Collingwood...... 514 N 
N Must We Turn to Free Trade to Assure Continued Prosperity? By N 
N Leela SR ae es ase ene Perk tS acrmciccee 518 8 
N Industrial New England Needs New Vitality. By Leland M. Aldrich 520 N 
N The High Cost of Being a Broker. By Barnard Powers............ 522 N 
N The Riddle of U. S. Steel’s Book Value. By Benjamin Graham...... 524 \ 
N ee of the Average Business and the Remedy, Part 3. By John N 
N RRR IRE ee Br, Otc ae NG. aes Stee ote mel wi wig wage ote 2.6% N 
N N 
N RAILROADS N 
N N 
N N 
N s ific— B Pollock N 
N outhern Pacific—A Western Giant. By J. A. Pollock, Jr. ......... 528 N 
N , N 
os SR CoM UMNPIRTNM RY MEO) AY 5). 2G Sis oo wb oe 00's is. 010 eis se ele srs be ere wie sees ws 541 A 
N N 
N N 
N N 
N BONDS N 
N N 
N N 
N Three Per Cent Bonds—Relics or Forerunners?, By Loring Dana, Jr. 530 \ 
N BRIN UE IRN ooo ow a5 sc lay n s ole Sic ens 0 's'siwlnlavelage tela s mveinye ete\ere ie aio\5'e 531 N 
N N 
N THE BUSINESS OF TRADING IN STOCKS—PART IV A 
N The Technique of Manipulation. By John Durand................. 532 N 
N 
N INDUSTRIALS N 
N Oe, MEL eee 534 \ 
N American Car & SETI IROR ME ied iises os. som 5 3 aie eB ois ae eas 534 
N Abitibi Power & Paper Co., Ltd. ................ 20 ee eee sence ees 535 X 
N Youngstown OnE 2 LTS Oi ae ene in.) Aba er Taare 535 Xf 
—. Waterwood Typewriter Co. Inc. ............-..cccescceceseeccees 536 N 
N Associated Dry avis - 5 eer Ses Cnet ree te ore on A 
SPR C2 SS SS DS 7 a rr oer aera 
N a ODE RIS Fes 2 ark on Gio ob A 5 eb nile Sipe esptp oe ¢.0h0: oie slaaeS 537 N 
i - Bamepepeeme Grpet “Cites Co... 5.6... ccc e eet c es cecccessaees 538 N 
EN iiss nies Sig cies sessesveonnsewckotsneeeees 538 N 
N Cluett-Peabody & Co. .................. Oe ee. ee On eer 539 
Spee Sy 2. © an 539 N 
iy RINNE MI ccc icc ices eactabeceesbauleesens 540 N 
I SUNS 5 555.5 os 5 ns ens deleaiv ns aces dan ae 540 
PNPM 5.5 Sous isis bnenws ence secs eessenerschsceensee 541 N 
N N 
N BUILDING YOUR FUTURE INCOME N 
DN NE NONI 6 505 5 sive oo 0 sss oon s sbacnee vw on bins tees. 542 N 
N An Investment in “Self Improvement” That Paid Dividends. By N 
N eT a a ia alee RRS 2 Ye 543 
N The Seven Ages of Investment......................seeeeeeseeeee: 544 N 
N Practical Working of the Group Insurance Plan. By Florence Provost N 
N SURI Oe cnr atte rity ois 0's ie as grass SRP le wise s eee Se N 
N Graphic Records of Budget Expenditures. By H. L. Whittemore.. 547 
TE Ere ae a eee 548 N 
N MID-YEAR REVIEW OF PUBLIC UTILITIES. Table of Con- N 
N ND aot so Fen wins Bas coedgabeeateousaso 549 N 
N : : : : N 
N TRADE TENDENCIES—Business Continues Fairly Active........ 590 jf 
N New York Stock Exchange Price Range of Active Stocks......... 592 N 
mS. Securities Analyzed in This Iesue..................0ccccccccceseees 595 K 
N Important Dividend Announcements ...................-0eeeeeeeees 623 N 
N EMNNR PURIA SRURBUIEMINOD ASUIDOEE 5 5 5 016:0)0 50s os erste ses caccbce eu sedsvect ese 622 Jf 
N age oeord open COS), MC RRM Fh acd eas = N 
N ew Yor ur RUE eel abeha mainte N 
N ee" N 
is PE CM EOIN i to 5 es «Sian, ha Monge cbs eRe cle cho wis ave 5 626 JN 
N EE REMERON Seis (oles edit nig weiss, sins o Ua nice con MEM eee N 
N N 
N N 
N ALLL LLLLLLLLLLL LLL LLL LL LLL LALLA ALLL ALLL LL ALLL LLL LLL LLLL LAL LEAL ALLL LLL LLU 
N ™ Bo ut gon ont oo ena a BR ngs puading &., *“ revo ye 1 = ca _ a Y. N 
¢ H c 2, 4 itor; Vict § a ertising 
N Manager. The satecmation herein is aie foe reliable ame, a, “while not guaran N 
N teed, we believe it to te accurate. Single copies on newsstands in U. 8, and Canada, N 
N 35 cents. Place a standing order with your newsdealer and he will secure copies regularly. N 
N geo Se, —— 30, 1915, at P. O., New York, N. Y., Act of March N 
N ’ SUBSCRIPTION PRICE, $7.50 a a in advance. Foreign subscribers please send N 
N pee apr hae order for U. 8. Currency, including $1.00 extra for postage (Canadian N 
N TO CHANGE ADDRESS—Write us name and old address in full, new address in full, N 
N and get notice to us three weeks before issue you desire sent to the new address. N 
N ai _— OFFICES—70 Post Street, San Francisco, Cal.; Bulletin Building, Philadel- N 
NY , Pa. 
N i “EUROPEAN REPRESENTATIVES: The International News Company, Ltd., Breams N 
N Building, London, E. C. 4, England. A 
NY 


») 
WHILE LLL 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 








is | 


cir 
is € 
of 

ma: 
fes: 
hav 
the 
are 
of t 
ses 
mal 


too 
of 1 
ject 
unle 
are 


lifte 
the 
prot 
and 
den 
who 
men 
tion 
virt 
defil 
cont 
But 
is by 
by 


Jul: 


rr 


from 
fied f 
Ment 
ate ex 
JULY 











| Whe: Not Speak “the Truth? 


HERE is no subject more 
important to most men 
than Money. Hence, 
the almost universal in- 
terest in anything said or 
ats written about it. Yet, it 
is probably the one subject about 
which more misinformation is 
circulated than any other. This 
is especially true of the majority 
of stuff written about the stock 
market. Yet, aside from pro- 
fessional financial writers who 
have spent a lifetime in studying 
the investment field and, hence, 
are familiar with its nature, few 
of those who are actually in pos- 
session of the real facts on the 
market care to discuss it publicly. 

One should not, therefore, pay 
too much attention to a great deal 
of what is being written on sub- 
jects relating to the stock market, 
unless it is known that the sources 
are authoritative. Much mischief 
has already been done by “up- 
lifters’ who have proclaimed to 
the world that Wall Street is a 
product of His Satanic Majesty 
and that the Stock Exchange is a 
den of thieves and robbers. Those 
who have circulated such state- 
ments have been least in the posi- 
tion to know since, ostensibly, as 
virtuous men they could not have 
defiled themselves by having any 
contact with the stock market. 
But this type of mischief-maker 
is by now pretty well understood 
by the public and his influence 


has been considerably diminished. 

There is another type, however, 
who, though well-meaning, has 
created possibly even greater 
damage than the ignorant critic 
and that is the business leader or 
writer with a high reputation 
among the public, and who con- 
ceives it his duty never to say or 
write about economic conditions 
in this country unless in a spirit 
of eulogy. These are the men 
whose published statements are 
invariably optimistic, regardless 
of conditions. 

One of the most famous editors 
in the United States, a man of 
great ability and understanding, 
but not on finance, recently de- 
livered himself of this statement: 
“This country’s wealth is esti- 
mated at 350 billions and yet it 
owes only 17 billions. No wonder 
securities constantly increase in 
price.” The gentleman, however, 
forgot to say that while the coun- 
try’s wealth jis estimated at 350 
billions and the public debt is 
only 17 billions, the total amount 
of debts of all the corporations 
and business firms in the United 
States would pretty nearly equal 
the estimated wealth of the coun- 
try. He also forgot to say that 
not half of the business firms in 
the United States report a profit 
to the Government. 

Does it seem necessary to give 
out such misleading statements? 
We all grant that the United 
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States is an immensely wealthy 
and prosperous country and that 
its economic future is assured for 
a long time to come. With this 
fundamental belief in mind, 
would it not prove of greater ser- 
vice to the public if it were 
pointed out not merely that we 
are a great and growing nation 
but that in many instances we are 
not making sufficient use of our 
opportunities and that there is 
plenty of room for criticism. That 
instead of intimating, as the edi- © 
tor did, that securities must ad- 
vance, they as frequently decline, 
with disastrous losses to inves- 
tors? That instead of insinuating 
the path of the investor is strewn 
with roses, it frequently is cov- 
ered with thorns? That it takes 
skill and foresight for the indi- 
vidual investor to make his in- 
vestment capital increase in 
value, and not that speculation is 
quick and certain in its rewards? 

We, for one, prefer to be open- 
minded about these matters. We 
believe constructive criticism a 
wholesome thing. We do not feel 
that a service is done to investors 
by alleging that mere residence 
in this fruitful country is in itself 
a guarantee of individual wealth. 
We believe it would be better for 
the country if those in a position 
to know would speak a little more 
frankly. We are strong enough, 
as a nation, not to require cod- 
dling. 


In the Next Issue 


July 31st Issue 


July 31st Issue 


An Important Feature 


Stocks Paying from $2 to $7 Dividends Rated 
According to Their Prospects 


for Price Enhancement 


a have listed practically every stock paying dividends 
ey $2 up to $7 per share. Each stock is definitely classi- 
ed from the viewpoint of its market possibilities, invest- 


ment and speculative. 


ABOUT 200 STOCKS ARE COVERED, together with appropri- 


ate comment. 


JULY 17, 1996 


For sheer volume of information and general security 
interest, this typical feature of THE MAGAZINE OF WALL 
STREET will commend itself to all readers. 


Whether or not you own one or more of the stocks men- 


tioned, and the chances are that you do, you will find this 
section of the magazine worth a great deal to you. 


200 IMPORTANT STOCKS RATED IN 
OUR NEXT ISSUE 























Securities Carried on Gonservative “Margin 





Weekly 
Stock Letter 


—pointing out economic con- 
ditions that may have a vital 
bearing upon the course of 
security prices. 


Sent gratis on request for M.W. 4 


Out-o f-Town 
Accounts 


A special department of our 
organization is completely 
equipped to give a prompt 
and effective service to out-of- 
town clients. 


We invite vorrespondence 


Josephithal & Co. 


Members New York Stock Exchange 


120 Broadway 


New York 


Telephone Rector 5000 
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10 SHARES | 


AND UPWARDS 


can be purchased through us for cash or on a conservative 
marginal basis. The many advantages Odd Lot trading offers 
to both the large and small investor are outlined in an inter- 


esting booklet. 


Copy Furnished on Request 
Ask for M.W. 260 


100 Share Lots 


Curb Securities Bought or Sold for Cash 














61 Broadway 


—— Muir& se 


New York Stock Exchange 


Associate Members: 


When doing saahness with our pimaiiiiie. ‘kindly mention THE MAGAZINE : OF WALL STREET 


Members { New York Cotton Exchange 
New York Curb Market 
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EVERY DOLLAR THAT HAS BECOME DUE ON FIRST MORTGAGE 
BUILDING BONDS SOLD BY US HAS BEEN PAID TO EVERY INVESTOR 


CE, 
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Invest with Safety 


and obtain “3 
67%, ~ 6; O 


OR the investment of your funds, we 

offer you a widely diversified list of 
attractive first mortgage bonds yielding 
6% to 63%. These issues are secured by well- 
located properties in the most desirable 
sections of the larger cities, where the type 
of structure is needed, where earnings are 
assured, and where values are constantly 
increasing. 
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These offerings are definite opportu- 
nities to invest your money safely and 
to receive a liberal rate of interest. 


Write for circular describing these and 
other attractive offerings. 


ti tijd ib 


Ask for Booklet N-262 


AMERICAN BOND & MORTGAGE (Co. 


Capital and Surplus over $8,000,000 


127 North Dearborn Street, Chicago 
345 Madison Avenue, New York 
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The illustration on the cover of the 
booklet at the right shows an apartment 
hotel at One Fifth Avenue, New 
York City, which is security for a 
$1,450,000 issue of first mortgage 
leasehold bonds paying 644%. 


. . . This is but one of the opportunities described 
in the Miller booklet of mid-year investments 


... Send for your copy today 


BY CORRECT decision at this reinvestment period 
you can add to your income now and for years to 
come. 

Select only the sound and seasoned kinds of secu- 
rities. Remember that Miller Bonds are safe—no 
investor ever lost a dollar of principal or interest in 
Miller Bonds. ; 

Place safety ahead of income, to be sure, and re- 
member that here are safe securities that pay interest 
up to 7%. They may well mean increasing the 
yield from your list of holdings—44.%, or 1%, 
or 2%. 

Miller Bond issues described in this booklet are 
secured by high-class income earning structures— 
hotels, apartment hotels, apartments and office 


buildings—located in thriving cities in New York, 
Texas, Missouri and Florida. 

Prompt payment of principal and interest on any 
Miller Bond will be unconditionally guaranteed for 
an annual premium of 4 of 1%. 

Before you invest or reinvest, send for this valu- 
able Miller booklet. Mail the coupon today. 





G. L. MILLER & CO., Incorporated 224 MD 
30 East 42nd Street, New York City 


Please send me a copy of your booklet describing June and July 
investments. 


GI oonehocscstubecsbnetelacescemssscosess Sandee ciiucbtad tedaaer etre cberesviaesainneieante tees 
BRUNI ais posses csiscstanaces en 
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G.L. MILLER & CO. 


INCORPORATED 


Telephone Vanderbilt 5490 


30 East 42nd Street, New York City 


Offices and Representatives in Principal Cities 
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MILLER BONDS 
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EDITORY 


RICHARD D. WYCKOFF 


INVESTMENT & BUSINESS TREND 


The Political Mix-up—Underlying Factors in Business Conditions 


MANAGING EDITORT 


E.D. KING 


—Refunding Operations and Their Effect on Securities—Two 
Sides to the Wheat and Corn Situation—The Market Prospect 





| RECEDED by a series of upsets for 
Administration candidates in the 
Senatorial primaries, the recent de- 
feat of the McNary-Haugen bill, 
while a technical victory for the 
President, would seem to hold forth 
unpleasant possibilities for the party in 
power as regards the next Congressional 
elections. Even the President’s support of 
the substitute Fess bill, which was killed 
by a substantial vote in the Senate, is hardly 
likely to placate the rising resentment of the 
farming population in the Western states. 
It is generally admitted that even before the 
defeat of the McNary-Haugen bill the Presi- 
dent had alienated the support of the farm 
vote. His effective hostility to this measure 
can hardly have improved his position. 
Acute political observers agree that while 
the President is still personally strong with 
the rank and file of the population, he has 
lost prestige in the wheat belt and that he is 
likely to lose needed Senatorial votes after 
the next elections. The fact seems to be that 
of those up for re-election to the Senate, the 
Democrats are the most certain of holding 
on to their seats and that a number of Ad- 
ministration candidates are likely to join 
| the lame-duck class. The situation in the 

















House is no better from the Administration 
viewpoint. If, as seems probable, the com- 
plexion of the next body of Congress is Demo- 
cratic, the Administration will have its 
troubles. One of the really significant 
aspects of the entire situation is that the 
next Congress will precipitate a violent on- 
slaught on the Fordney-McCumber tariff, in 
which event the President wili feel keenly 
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the loss of Congressional support which he 
seems destined to face. . 


HE mass of avail- 
able statistics on 
current business 

conditions is apt to mislead those who do not 
know how to interpret these figures. One 
example may be cited. Railroad car load- 
ings are at peak figures and have shown a 
stupendous total for the year to date. An- 
alyzing these figures we find that “less than 
carload lots” make up a good percentage of 
the total and that the actual volume of 
freight hauled is somewhat less than for the 
preceeding year. Thus, while the railroad 
situation is still very good and is likely to 
continue so, a real comparison would show 
that so far as traffic is concerned the roads 
are not doing quite as well as car loading 
figures would seem to signify. 

The same impression is received from 
studying figures on automobile produetion 
which is making a favorable comparison even 
with the huge output of last year. Here we 
find that sales are being forced via the 
means of offering such inducements to 
buyers as could only indicate the extremely 
competitive conditions now prevailing. As 
a matter of fact, while production still con- 
tinues very high, it is significant that several 
of the more important companies are show- 
ing less earnings than last year, by a con- 
siderable amount. The same general situa- 
tion applies to automobile accessory and tire 
manufacturers. 
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Textile and shoe mills are seriously 
affected by over-production. Drastic changes 
in prices of chemicals are taking place. On 
the other hand, steel conditions continue sur- 
prisingly good, merchandising is active and 
building, while showing signs of weakness, 
is still holding up. A significant feature is 
that farm purchasing power is about 7% 
less than last year. 


ENG 


S a result of the much 
lower interest rates, 
as compared with 

1921 and 1922, when new financing was very 
costly, the rate of refunding high-coupon 
bonds has greatly increased. Wherever cor- 
porations can cut down on their interest ob- 
ligations, they are doing so, this, of course, 
depending on their earnings and general 
financial condition. Owing, however, to the 
great economic improvement of this country 
during the past few years and to the greatly 
increased earning capacity of well-managed 
corporations, a considerable percentage of 
those who were compelled a few years ago to 
finance on onerous terms have already re- 
funded these obligations or are shortly pre- 
paring to do so. This is probably one of the 
major influences today in the remarkable 
showing of many companies in regard to 
their increased earnings on their shares. 
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WHEAT AND ECENT estimates 
CORN indicate that the 
wheat and _ corn 
crops this year in this country will be much 
larger than expected. This is rather unfor- 
tunate from the farmer’s viewpoint since it 
tends to keep the price of the commodities 
down. On the other hand, the increased 
bulk of the crops means extra haulage for 
the railroads which traverse the wheat and 
corn belts and, hence, increased earnings. 
Aside from the railroads especially af- 
fected by crop conditions it is doubtful that 
the latter are having their old influence on 
general business or security conditions. In 
former years, the size of the wheat and corn 
prices very often had an immediate effect on 
business and securities. By this time, how- 
ever, we have grown so tremendously as an 
industrial nation, our interests are so enorm- 
ously ramified, that even the important grain 
crops no longer command their once over- 
power:ng influence. At the same time, how- 
ever, we have not yet got to the point. where 
we can dismiss this situation from considera- 
tion. The farmer is still a vital element in 


REFUNDING 
OPERATIONS 


the country and anything that happens to 
him is still of great interest to the rest of us. 
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COPPER URING the past two years, 
a rather remarkable 
- transformation, not gen- 
erally appreciated, has gradually come over 
the copper situation. Thus, world produc- 
tion has in two consecutive years, 1924 and 
1926, been outstripped by world consump- 
tion. In answer to the question as to why 
prices have not therefore risen, one can only 
point out the uncertainty in the minds of 
producers caused by the huge potential pro- 
duction and the possibility that if prices were 
largely increased, an inducement would be 
held out to high-cost producers to increase 
their production so that eventually all would 
again suffer. As matters stand today, the 
low-cost mines are in a position to draw 
satisfactory profits even on the present price 
scale. On the other hand, the very steady 
increase in consumption must inevitably tend 
to increase production, or world supplies will 
actually run short. In that case, due to this 
natural balance of supply and demand, prices 
could advance somewhat, thus tending to 
favor those mines in the medium-cost cate- 
gory. As for the high-cost mines, it is not 
likely that they can operate at a profit for a 
very long time, as the prospects for high 
copper prices are dubious to say the least. 
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ART of the market is 
pursuing an orderly 
course toward higher 
levels, but, as heretofore in this unusual up- 
ward stock movement, virtually the only 
issues making a good showing are the sound 
dividend paying stocks. The public, encour- 
aged by the market’s persistent climb, is ven- 
turing on the buying side in increasing num- 
bers. Business prospects seem rather better 
than expected and this is accepted as suf- 
ficient basis for continued market strength. 
Actually, present and prospective ease in 
money rates is the more important factor. 
Where warranted by specific developments, 
operations for the rise in individual issues 
are likely to continue but it is to be doubted 
that a sympathetic upward movement will 
take place in the general body of stocks. The 
bromidic caution of discrimination is always 
in order but never more so than today. It 
is not the type of market from which as 
much need be expected as from the ordinary 
upward cycle, so far as ease in making 
profits is concerned. 
Monday, July 12, 1926. 
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Stupendous Growth of Public Utilities 
An Outstanding Feature of this 





Century 


An Appreciation of a Really Notable Achievement 


O clearer illustration of the great, dyna- 
mic changes which have taken place in 
this country since the beginning of the 
century can be given than the record of 
our public utilities. Even so recently, 
as time goes, as 1900, our utility sys- 
tems were a straggling assortment, managed by 
well-intentioned but, owing to the youth of the 
industry, often inexperienced or inefficient men. 
Spun out over a tremendous continent with a rap- 
idly increasing population, public utility services 
hardly commenced to match the fundamental needs 
of the time. But, in the brief span of a quarter 
century, the industry, in all its ramifications, has 
grown from awkward adolescence to giant stature. 

Where, at the beginning of the century, there 
were only a half million customers of the electric 
light and power industry, there are now seventeen 
million. Electric output has increased from 2.5 
to 55 billion kilowatt hours. Gas sales have ad- 
vanced from 90 billion to 405 billion cubic feet. 
Telephone customers have’increased over 500%, 
from 2.3 to 14.3 million. These figures, to which 
many others could be added, tells a convincing 
story of growth. 

During this period, value of investments repre- 
senting public utility property has grown to con- 
siderably over 20 billions so that today the invest- 
ment in the public utilities is even larger than that 
in the railroads. Compared with utility invest- 
ments, those in other industries, outside of the 
railroads, seem small. It absorbs new capital in 


excess of a billion dollars a year. 
* * * 


HERE is no question, obviously, of the 

tangible growth of the public utility in- 

dustries. But we find as great progress 
among the more intangible phases. Earlier in 
the century, partly owing to the wrong conception 
of public utility managements regarding their 
relation to the public and partly owing to the 
equally faulty conception of the public regarding 
the true nature of the public utility busi- 
ness, the companies became objects of suspicion 
and animosity. The principle of regulation then 
developed but soon degenerated into a spirit of 
Persecution. Utility companies became the football 
of politicians, a situation which still exists in some 
parts of the country. 

The injustice of this situation, coupled with the 
dawning belief that continuation of retaliatory 
tactics would eventually prevent future growth and 
development of public utility services, to the dis- 
advantage of the entire population, has led since 
the war to a rather different attitude by the public 
toward these properties. It is now quite commonly 
realized that in order to provide efficient and cheap 
Services, the utilities must be permitted adequate 
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rates. This, generally, is the principle under which 
the various Public Utility State Commissions are 
operating though it is only fair to state that they 
have been urged in this direction by numerous 
Court decrees, setting forth the basic principle of 
an adequate return to public service corporations. 


* ° * * 


T any rate, whatever the underlying factors in 
the situation, there is no question that the 
general relations between the public and the 

public utility companies has become far more con- 
genial. This has been aided by the statesmanlike 
efforts of a number of utility companies to interest 
their customers in the idea of becoming part own- 
ers in the companies which give them service. The 
growth of what is known as the customer-owner- 
ship movement, has become one of the really vital 
factors in the entire relations of public and utility 
corporations. 

As a result of this entirely new situation, public 
utility earnings have expanded steadily, not, how- 
ever, at the expense of the communities served. 
Rates are still equitable and the public is willing to 
pay them in exchange for efficient service. As 
earnings grew, the value of public utility invest- 
ments grew. Today, they rank with the best so 
much so that in an increasing number of States, 
public utility bonds are being made “legal” for 
savings bank institutions, thus placing this type of 
security on a par with the gilt-edge railroad bonds. 
Having indicated its great progress during the past 
quarter century, there are ample proofs that the 
industry will continue to forge ahead and expand 
its services wherever communities continue to 
grow. Hence, it is a reasonable assumption that, 
as investments, the utilities will-not only maintain 
their present favor but continue to grow in public 
estimation. ., 


* ¥ * - 


yECAUSE of the vital nature of this industry 
p and because of the dynamic changes which 
have taken place and are taking place at the 
present, we have conceived it a matter of public 
service to present the entire facts of the situation 
to our readers, which we have done in the present 
issue in our enlarged public utility department. We 
have done this not only to present to them the vari- 
ous investment aspects of this most important field 
but to acquaint them with the fundamental changes 
taking place in the industry, so that they might be 
in a better position to judge for themselves the 
nature and prospects of its growth. To the numer- 
ous experts in the field who have aided us in the 
preparation of our Public Utility Section we desire 
to express our great appreciation of their generous 
cooperation. 
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Are Our Corporations Building Up Their 





Cash Assets At the Expense of 








the Individual Shareholder? 





DOLLAR in the hand is 
worth two in the corpora- 
tion treasury. Probably 
every shareholder will subscribe 
heartily to this maxim. Not so 
with many corporation officials 
and directors. 
The question is no longer 
academic. There has been a 
growing tendency of officials in 


powerful corporations to ignore managemer a tail withhold ade- 
shareholders’ demands for larger 
cash disbursements, and to exult quate divider d. e oe 


in overgrown treasury sur- 
pluses. These overgrown sur- 
pluses are characteristic of 3 
host of companies, both large 
and small. The graphs accom- 
panying this article give a few 
shining examples, but they have 
been culled out of a fairly rep- 
resentative group. 

An overgrown surplus is one 
that is far beyond the ordinary 
business requirements of the 
corporation possessing the sur- 
plus, plus the somewhat extraor- 
dinary requirements against 
possible losses within the rea- 
sonably near future. Instead of dis- 
tributing this surplus to their stock- 
holders, many corporations have either 
become investment trusts, or bankers 
lending money on call, or have unduly 
expanded their lines of business purely 
as a consequence of this excessive sur- 
plus. The net result is that the cor- 
poration grows more and more power- 
ful, but the income return of the in- 
vestor, here and now, remains what it 
was before the corporation attained to 
its present strong position. 

At this point, it ought to be said that 
the purpose of THE MAGAZINE OF WALL 
STREET is not in any way to condemn 
sound, conservative corporate policy. It 
is not attempting to open up the sluice 
gates for a flood of dividends that will 
deluge the investment field, but will 
leave the companies’ cash reservoirs 
empty. This ruinous policy is char- 
acteristic of promotions rather than of 
companies whose aim is to be immortal, 
forever turning out dividends for their 
stockholders. The average board of 
directors knows of the wishes of stock- 
holders and they are perfectly honest 
in their conservation of surpluses. But 
the question that arises concerns estab- 
lishing a principle which will mark the 
limits of sound conservatism on the one 
hand, and excessive and injurious con- 
servatism on the other. 

A public stock corporation is an arti- 
ficial person existing only to give a 
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constant and large income to its share- 
holders. It is the only object of its 
existence. It is not supposed to reward 
shareholders at an unduly remote time. 
Hence, the question requires critical 
study, both from the corporation’s 
viewpoint and that of the investor. 


“Melons” in Cash Ought to Be a 
Normal Procedure 


No sane corporation disburses all of 
the net profit, gained by it in the course 
of a year, for dividends. It usually 
makes a provision for re-investment, 
the so-called. ploughing back of profits 
into the company, allocates a reasonable 
proportion of its profit to profit and 
loss surplus, and sometimes creates 
special reserves either against depre- 
ciation, taxes, insurance, pensions, or 
many other special contingencies pecu- 
liar either to the company or to the in- 
dustry in which it operates. 

All of these allocations and re-in- 
vestments are proper, do and must 
precede in rank any dividend disburse- 
ments. The reason they precede divi- 
dends is that they are the necessary 
means whereby dividends may be 
earned at all. Let there be an inade- 
quate surplus, and a deficit in earnings 
for several years may compel either 
bankruptcy, a costly re-organization or 
a costly re-financing by way of senior 
obligations. All of these would injure 
the position of stockholders. Let the 


something to say against 
“onservative corporation 


hich, waited 


common stock be insured. Sur- 
pluses, after all, are nothing 
else than the private insurance 
fund of a company, and the an- 
nual additions to surplus are 
nothing more than premiums 
paid into this insurance fund. 

This is a legitimate use of 
surplus. Any other use what- 
soever is illegitimate. Ample 
insurance is all than can be 
pleaded for surpluses. To em- 
ploy the surplus as an invest- 
ment fund, or as a wedge for 
corporate purposes, other than 
safeguarding earnings from nor- 
mal commercial or industrial 
operations is a use of surplus 
.that is not called for by sound 
corporation policy. It counters 
the only object of a corporation. 
This exclusive object, as we 
have previously stated, is an 
adequately guaranteed earning power 
derived wholly from the company’s di- 
rect operations, and disbursed, with 
great frequency, to the maximum com- 
patible with safety, in the shape of 
cash dividends. Occasional special devi- 
ations may be called for on account of 
taxation, which may compel accumula- 
tion of surpluses, or distribution by 
means of stock dividends, but apart 
from taxation there is no factor what- 
soever that should deflect corporations 
from the policy here outlined. 

In addition to the maximum of an- 
nual cash dividends, however, every 
healthy’ and growing company occa- 
sionally should be in a. position to de- 
clare a large special cash dividend. The 
reason is simple. When provision is 
made for surplus, year after year, the 
company must err on the side of con- 
servatism. Hence, every year more is 
added than is needed. After a time, 
the accumulation of these excessive al- 
locations to surplus results in an ob- 
viously excessive surplus. This excess, 
then, is what should be distributed in 
the shape of a cash “melon.” 

The only exception to this provision 
is in the case of companies whose sur- 
pluses represent so speedy an increase 
of earning power, that there is more 
certainty that the corporations can make 
extremely large returns than _ there 
is of the investor being enabled to use 
the cash disbursement to equal advan- 
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tage. To be entitled to such an excep- 
tional rating, a corporation must literal- 
ly show that it is able to make money 
“hand over fist” and at an increasing 
rate of return. Apart from such al- 
together special situations, the rule 
holds good. Constant small excesses of 
surplus allccations should lead even- 
tually to a cash “melon.” Even in the 
case of the exceptional corporation, 
stock dividends, and liberal stock divi- 
dends at that, are in order. 

A concrete example of how cash 
“melons” work out is shown by the 
United States Treasury Department 
reports of corporation income tax state- 
ments. In a typical recent year (1922) 
for example, 79,000 corporations showed 
a net taxable income of 5.390 billions. 
About 2.780 billions were disbursed in 
dividends and nearly all the rest found 
its way into corporate surpluses. Cor- 
porate surpluses throughout the United 
States increase at the rate of about two 
billions in good years, and more than 
one billion in most poor years. These 
79,000 corporations showed a surplus of 
about twenty billions. The difference 
between dividend disbursements and 
net taxable income was about as large 
as the amount disbursed in divi- 
dends. 

Now let us assume that four more 
years pass. Corporate surpluses by now 
will amount to more than 28 billions. 
This surplus is 40% greater than in 
1922, The business of this country has 
not grown by anything like 40% in these 
four years. In other words, it may be 
laid down as a law, that over and above 
dividend disbursements, American cor- 
porate surpluses increase at a rate 
greater than that of commercial needs. 
A portion of the difference between the 
increase in legitimate needs for sur- 
plus and the actual surplus gains, 
should then be disbursed as cash divi- 
dends. 

This situation is truer today than it 
was before the war of 1914. It was 
customary for corporations prior to 
1914 to disburse about two-thirds of 
their net taxable income as dividends, 
allocating only one-third to surplus. 
The rate of cumulative growth was 
obviously very much 
smaller than _ today. 


It would be more just to say that earn- 
ings were not made obvious, so that 
the true gains of the corporations were 
reserved for later disbursement to the 
stockholders. 

With the repeal of war taxes, how- 
ever, and a lower taxation schedule 
generally, the need for such a policy 
has passed. In fact, it is admitted that 
if corporations go on building up sur- 
pluses, in the shape of plough-backs, 
such accumulations will become the ob- 
ject of agrarian and radical attacks 
and be made the objects of heavy taxa- 
tion. It would be best to diminish 
swollen surpluses, if for no other rea- 
son than that the tax-gatherer should 
not take away what for years has been 
withheld from the shareholder. 

This reduced rate of dividend pay- 
ments, as a proportion of total earn- 
ings, has led to the very interesting 
situation of the excessive surpluses 
characteristic of so many sound com- 
panies. This is true of all lines of en- 
deavor. For example, despite the in- 
finity of differing seasonal ups and 
downs, and cycles of demand, practi- 
cally all corporations in these varying 
industries, will show a similar range of 
diyidend policy. This simplifies con- 
siderably the discussion of such ques- 
tions. 


What a Cash “Melon” Must Not Do 


Granting that many large corpora- 
tions can disburse extra cash dividends 
out of their redundant surpluses, it 
does not follow that these can be 
stripped to the bone. It is characteris- 
tic of stock market rumors at the pres- 
ent moment, that large surpluses, 
whether true surpluses, capital sur- 
pluses, or mere bookkeeping surpluses 
are all bunched together, and nearly 
the whole amount divided by the num- 
ber of common shares outstanding, and, 
lo, fabulous dividends are demanded 
and predicted. 

It is probably this kind of loose talk, 
common enough even in responsible cir- 
cles, that has moved the disdain of 
boards of directors familiar with vari- 
ous situations and knowing the exact 





function of surpluses in the life of ac- 
tive corporations. It behooves the 
thoughtful investor to ask just how far 
a corporation can reduce its surplus, 
and yet not do certain things which 
in the long run are bound to do more 
damage to the investor’s interests than 
the withholding of a share in that sur- 
plus does now. 

The liquid position of the company 
must remain intact. For example, let 
us take the balance sheet of the Gen- 
eral Electric Company. It shows ap- 
parently delectable surpluses. Its Gen- 
eral Reserve is 25 millions, Special Re- 
serves 4 millions and Profit and Loss 
Surplus fully 85 millions. About 114 
millions is the ostensible surplus. On 
the assets side of the ledger we read of 
75 millions in cash, 62 millions in 
Liberties and 12 millions in investment 
securities, other than in subsidiaries. 
To the rough and ready figurers, out 
of the surplus of 114 millions, 90 mil- 
lions, say, could be disbursed, and a 
convenient figure of 24 millions remain. 
This would be ample. There are 7,200,- 
000 shares of common (new issue, no 
par) outstanding. Let us disregard 
the special stock for the moment. 

The pundits argue that a special $12 
cash dividend per share should be in 
the offing. But even an amateur can 
see that this would leave the General 
Electric Company in a position where 
it might have to float senior securities 
in order to take care of expansion needs. 
It would also be far from being the 
great corporation, secure against vad 
times, that it is now. Its invest- 
ments and cash would be reduced by 
more than one-half. Its liquid position, 
while remaining good, would not be ex- 
ceptional. 

Now let us assume a special cash 
dividend of $5. This would reduce the 
various surpluses from 114 millions to 
78 millions. Earning power per share 
would still exceed dividend require- 
ments. Liquid position would still be 
unsurpassed. Insurance against nega- 
tive contingencies would still be more 
than ample. This $5 a share then is 
pure excess, while the $12 a share spe- 
cial dividend would be excess only to 
extravagant minds. For 
$5 a share the Liberty 





What changed the situ- 
ation? 

Beginning with 1916, 
the year of the greatest 
corporate profits, divi- 
dend policy made a 
radical departure, since 
retained. About one- 
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Bond account’ alone 
would be diminished by 
three-fifths whereas 
cash and investments 
would’ remain un- 
touched. Yet, the 
stockholder would have 
benefited to a_ point 
comparable with $20 
per share on the old 
steck. It is this type 
of conservative dis- 
bursement for which 
THE MAGAZINE OF 
WALLSTREET argues and 
not the cash “melons” 
that will change the 
very character of cor- 
poration policy. 

On account of our 
solicitude for liquid 
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Cash “Melons” Which Could Be Cut by Leading Companies in Static Industries 
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ne... aD Cash and Income from Income from Total Earned Disburee Recent 
Company (Thousands) Investments Investments Operations per Share per Share Price Yield 
Cumberland ........... 80 $2,681,000 $130,000 $236,000 $12.25 $50 $108 11.19, 
DL 62, oicxesiiseens 60 2, 482,000 93,000 50,000 def 86 20 56 114 
AE S725 N055s000% 100 4,600,000B 201,000 554,000 7.55 20 68 5.88 
N. ¥. Transit ........ 50 1,648,000B 103,000 138,000 4.87 10C 48 10.40 
Northern ............:. 40 2,863,000B 170,000 136,000 1.77 25 15 8.00 
Southern’ ...........-. 100 7,575,000 276,000 85,000 def 1.91 50 70 5.71 
B—Working capital. O—Paid $80 in 1922, 
NEW ENGLAND TEXTILE MILLS 
Working Capital Could Working 
Company ulti: anes ony weal DL Sous vo Price as. Yield 
ala aaae aria ate 144,000 $6,024,000 $20 $4,144,000 $165 $8.0 4.84% 
CED ......0<<.00 veses 1,867 586,000 20 438,000 102 6.5 6.37 
ee vesee 175,000 4,158,000 10 2,438,000 130 8.0 6.15 
Soule Mill ........ ELSES REND 12,600 439,000 20 187,000 155 8.0 5.16 
Gagamere Mfg. .............-. esse 80,000 1,640,000B 10 1,340,000B 150 8.0 5.33 
NN Soa cipcanica duke 20,000 1,581,000 40 781,000 105 8.0 7.62 
sc saknse eles nckans . 6,000 2,217,000B 50 1,917,000B 350 32.0 9.14 
ac csmep cence esses 76,680 5,171,000 10 4,405,000 116 8.0 6.84 














etc., we are not nearly as extravagant 
with reference to cash disbursements 
as are the more bullish elements in the 
market. Nevertheless, wherever a 
large disbursement is called for we 
have not hesitated to say so. Union 
Pacific, for example, could disburse $50 
in cash per share, and yet be not in- 
jured one tittle. : 

The second consideration is that o 
earning power per share. Corporate 
earnings are frequently a compound of 
two factors, income from commercial 
and industrial operations, and other in- 
come from investments, etc. In the 
case of Union Pacific, for example, al- 
though 88% of its fixed charges are 
met out of this other income, yet were 
it to disburse $50 per share it could 
still pay out $8 per share with ease 
and perhaps more. The stockholder 
would obtain $50 in cash now, and lose 
4% of that amount per annum, or $2 
per annum in the future. He would be 
well ahead on the exchange. It is even 
possible that the present annual $10 
rate could be maintained, and that the 
investor would obtain the $50 in cash 
and lose nothing at all in annual in- 
come. 

A simple rule, therefore, works in 
the case of cash dividends, where such 
cash dividends would deplete a source 
of earnings. Where the amount of 
earnings so diminished compels a re- 
duction of dividends, the ratio of the 
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reduced dividends to the cash “melon” 
must be 5% or less. Up to that point, 
a cash “melon” is profitable; after that 
point it may still be quite profitable and 
desirable, but it is not an unmixed 
boon. In our graph picturing the dol- 
lars per share that could be paid out, 
we have borne this ratio in mind. 

The third and less important provi- 
sion concerns the depletion of collateral 
pledged against collateral bonds. It is 
only where these security holdings can 
be diminished either by a profitable re- 
funding of the collateral issues in the 
form of debentures or junior mortgage 
issues, that such collateral can be fig- 
ured as at the disposal of the stock- 
holder. 

In no case should profit and loss sur- 
plus be diminished below a figure 
equivalent to two years’ losses, depreci- 
ation included, which have shown to be 
within reasonable possibility in recent 
years. To strip the profit and loss sur- 
plus below such a generous estimate of 
possible misfortune, is to court disaster 
for the company. 


Declining Industries Need Less Surplus 
Than Others 


It is frequently held that any com- 
pany, the character of whose business 
is such that it must face either static 
or receding earnings, needs a surplus 
more than any other, since it is not by 


way of increase of earnings that its 
surplus is likely to be augmented. The 
truth is the other way around. As 
pointed out previously, surpluses are 
needed most by such exceptional com- 
panies as are increasing earnings by 
leaps and bounds. 

Concerns that are in a position where 
their liquid assets, or rather working 
capital exceed their market value are 
sometimes market opportunities, but 
sometimes they foreshadow a profitable 
liquidation. Such concerns ought to 
pay out all their earnings in cash divi- 
dends, or if their earnings are small, 
rather cut their surplus to a point 
where they can either diminish opera- 
tions or liquidate. 

Many a New England mill is in a 
position where it has the capital of a 
good-sized bank stowed away in its 
Treasury, accompanied by antiquated 
machinery and antiquated selling meth- 
ods. Such a situation is a travesty on 
the purposes of surpluses and must be 
condemned out of hand. Many Pipe 
Line companies are in the same pos!- 
tion. Typical stocks in both of these 
groups have been listed in our table 
as exhibiting a surplus situation that 
is contrary to sound corporate policy. 

In the case of a single mine or oil 
well, which is clearly a_ liquidating 
proposition, this is recognized, and pay- 
out includes surplus in every form. A 
worked-out industry, or worked-out en- 
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terprise, is like a worn-out mine—it is 
, capital depletion proposition. Its 
surplus belongs to its shareholders and 
its memory to the public. Let it delay 
such distribution, and unless it sinks 
its surplus into promising schemes for 
revivification of its business, it will find 
continuing losses eating up its surplus, 
and the business and the surplus gone 
together. The lesser of the two evils 
should be chosen, and at once. 

It is plausibly argued that the stock- 
holder loses nothing by a policy of 
building up surptus instead of a more 
liberal distribution in cash. He has, so 
they argue, three compensations. The 
frst concerns earning power per share 
from the surplus. With this we have 
already dealt. The second concerns re- 
turns on the investments of the corpora- 
tion equalling or exceeding returns on 
the same amount of money which could 
be obtained by the investor were he to 
obtain the cash and invest it himself. 
This is held to be especially true when 
his shareholdings are few, and his in- 
terest almost fractional. 

Obviously, the argument turns upon 
the assumption that the earnings of 
the corporation per share, while not im- 
mediately available to the shareholder, 
are implicitly his, and, furthermore, 
that the market value of the shares 
represents these implicit earnings and 
augmented asset value. In plain words, 
this leads to the third alleged compen- 
sation, that the market value per share 
can be taken at will, and that this in- 
creased value is an asset of the share- 
holder in the same sense that cash 
holdings are an asset. Such a position 
assumes two factors. One is that the 
stock market automatically reflects the 
increased asset value per share implicit 
in surplus. The second assumption is 
that this gain would persist in despite 
of market fluctuations. 

The first proposition is by no means 
true. The stock market has many rea- 


of 1921 have been the rule among all 
sound corporations. Compare this 
steady gain in asset value, even by dif- 
fering amounts each year, with the wide 
market fluctuations. When the stock- 
holder needs cash at such a moment, he 
has had all of these gains cancelled in 
the market, whereas had he obtained 
the cash it would have been his own, to 
do with as he pleased. 


What the Corporations Fear 


Corporations have not followed a 
policy of building up surpluses to the 
extent that they have without a real 
basis in experience. They remember 
the year 1921, in which deficits were 
shown that were at least equal to the 
gains of 1920, and in the case of many 
of the so-called “war brides” wiped 
out the gigantic profits of years. So 
long as the 1921 situation remains 
fresh in their memories, and remains 
unanalyzed, an ultra-conservative sur- 
plus policy is likely to remain in the 
ascendant. Analysis of the 1921 defi- 
cits, though, reveals that the true cause 
of the deficits was not excessive divi- 
dend disbursements but excessive in- 
creases of capitalization, the burden of 
which was too great for these corpora- 
tions in a year of marked depression. 

Out of the 144 important corpora- 
tions usually taken as a standard for 
comparison, seven had increased their 
capitalization by 1.03 billions in the 
war period from 1914 to 1921. The 
other 137 companies had increased 
their capitalization by only 1.13 bil- 
lions, or little more than the seven cor- 
porations. These seven corporations 
showed deficits in 1921 of 163 millions 
or more than 30% of all deficits. In 
other words, the average deficit of the 
137 companies bore a smaller ratio to 
surplus than has commonly been con- 
ceived; the average was brought up by 
the seven great companies, of which 
six reported great deficits. When it is 



















































































It is noteworthy that in the period 
preceding the deflation of 1921 (from 
1914 on) we witnessed the greatest ex- 
pansion of share capital recorded in 
history, and mostly on the basis of in- 
flated price and war-time earnings. 
Now that nearly all of the companies 
have reversed their war-time history, 
and have proceeded at a fairly steady 
pace, what comparison can there be be- 
tween the deflation crisis of 1921 and 
any situation that will emerge after a 
period of saner finance? Another sig- 
nificant factor is that the deficits re- 
ported for 1921 were practically equal 
to the net additions to surplus made in 
1920 (after large dividend payments) 
so that at the worst, one year’s alloca- 
tion to surplus after dividends took 
care of the poorest year for earnings 
that this country has seen since the 
Cleveland administration. 

To invoke the ghost of 1921 is to 
misunderstand what happened in that 
year. The losses of that year do not 
relate to any thing in the present situa- 
tion, or in any situation that can rea- 
sonably be anticipated. 

It does not follow from the considera- 
tions in the article that corporations 
have not been generous. General Elec- 
tric has disbursed Electric Bond and 
Share holdings, for example, and, all 
along, stock dividends have been de- 
clared in ample measure. But cash 
dividends remain the investors’ sine qua 
non, and are central for any discussion 
of the policy of a corporation to its in- 
vestors. The conclusion is inescapable. 
When all the ifs, buts and exceptions 
have been called out, and the company’s 
side adequately represented, it is still 
true that there is owing the investor 
large amounts of cash by corporations 
following a too closely guarded surplus 
policy. The fall of 1926 and 1927 will 
probably see a sharp reaction in favor 
of the shareholder. Even a 
moderate business reces- 
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Must We Turn To Free Trade To 
Assure Continued Prosperity? 


Possibilities of New Tariff Policy for United States 


Irving Fisher needs no introduction 
to readers of this publication or the 
general public. His reputation as an 
economist is world-wide. His remark- 
able views on tariff protection in this 
country as described in this exclusive 
article are worth the serious attention 
of bankers, business men and investors 
for, if his thesis holds good, some im- 
portant changes in the economic life 
of the nation are bound to take place. 





ECRETARY Mellon has struck a 
new note. In their concern over 
the defeat of the major Farm 
Relief bills preceding the adjournment 
of Congress, Senator Gooding of Idaho, 
stalwart exponent of the protective 
tariff principle, declared that the farm- 
ers were ready to “tear down the tariff 
wall and throw it into the sea.” Sen- 
ator Cummins, commenting on Mr. 
Mellon’s denunciation of the McNary- 
Haugen bill, said that if the measure 
were lost—as it was lost—on the 
grounds urged by the Secretary of - 
the Treasury, the “whole policy of 
protection is doomed to absolute ex- 60 
tinction.” 
While we may discount somewhat 
these sweeping assertions, the ad- 
vocacy by Secretary Mellon, and in- 
ferentially by President Coolidge, of 
non-interference with world prices in 
the domestic market for the basic 
products of agriculture seems to indi- 
cate a historic change. 


It is not, primarily, so much a 


change of party view as of the atti- 2 


tude of American business toward 
Europe. In addition to our official E 
war loans to Europe of more than 
ten billions, in large part cancelled 
by the easy terms of payment, our 
private loans 


By IRVING FISHER 


four months of 1926 to $1,513,000,000. 
Merchandise imports have increased 
from $1,793,000,000 in 1913 to $4,228,- 
000,000 in 1925, and $1,646,000,000 for 
the first four months this year. In 
addition, the United States has im- 
ported $2,197,000,000 of gold since 
1913 through April, 1926, constituting 
with our original holdings about half 
of the world’s available gold stock. 
This tremendous growth has pro- 
foundly changed our position in world 
trade and as a creditor nation. The 
first effect of the European loans and 
investments of the United States has 
been to increase our export totals. 
Europe has arrived at debt-funding 
agreements with us in the sum of more 
than eleven and one-half billions, the 
installments and interest payments 
being spread over two generations to 
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come. The payments on these debts 
and on the immense European loans 
which private investors in the United 
States have absorbed, as well as the 
interest and dividends on their business 
investments in Europe—even though 
these should be reinvested abroad for 
a considerable time—must ultimately 
be rendered in goods which we shall 
import. Already we are entering the 
stage of maturity as a world creditor, 
with imports exceeding exports. 

In coming years Europe, the bor- 
rower, must continue to export to the 
United States, lender, more than the 
trans-Atlantic states import from us. 
Goods in payment of debts and indus- 
trial yields of American investments 
abroad must be added to the sum total 
of goods for which we exchange our 
aggregate of merchandise exports. Like 

Great Britain, the United States has 

not only become a lending nation, but 

we must make extended preparations 

for this regular yearly excess of im- 

ports over exports in payment for 

the moneys we have invested in 

Europe. 

Can this mean that the United 
States will likewise follow Great 
Britain into free trade? 

Not quite so fast as its need, for 
it has grown; but eventually it prob- 
ably will. 

Signs of this change toward freer 
trade appeared as far back as the 
administration of President McKin- 
ley. On the day of his assassination, 
in the first year of this century, 
Mr. McKinley declared: “By sensible 
trade arrangements that will not in- 
terrupt our home production we shall 
extend the outlets for our increas- 
ing surplus. A system which “provides 

a mutual ex- 
change of com- 
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amounting last 
year to $4,909,- 
000,000, and 
for the first 
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whom we deal. We should take from 
our customers such of their products as 
we can without harm to our industries 
and labor. Reciprocity is the natural 
outgrowth of our wonderful industrial 
development under the domestic policy 
now firmly established. The 
period of exclusiveness is past. The 
expansion of our trade and commerce 
ig the pressing problem. Reci- 
procity treaties are in harmony with 
the spirit of the times; measures of re- 
taliation are not.” , 

During the administration of Presi- 
dent Taft this principle would have 
been successfully applied with respect 
to Canada, but for a wave of unreason- 
ing prejudice against the United 
States. The period of tariffs written 
by their benefici- 


such reasoning was inconsistent with 
the logic of the protective tariff. So it 
is. That the traditional friends of pro- 
tection are now uttering it is signi- 
ficant, not because it fights the urgency 
of the Fordneys and the Dingleys for 
high and yet higher customs barriers, 
but because it marks a new phase of 
American industry and finance, and 
new needs in these fields. 

Our financial interests, with their 
immense investments abroad, are not 
in a position to recognize the need of 
an international division of labor and 
production. They perceive that the 
European peoples can produce many 
things better than we can or wish to— 
especially all sorts of handmade and 
semi-handmade goods. Our industrial- 


plus. There is the automobile industry. 
The greatest period of prosperity has 
come to the Ford Company since its 
foreign trade began, adding to the ad- 
vantages of its price-cuts in the domes- 
tic market, and many another American 
manufacturing company can tell the 
same story. With their superiority in 
larger and more compact organization 
over European industries, they are now 
willing to grasp the fundamental the- 
ory of reciprocal trade relations, the 
importance of which economists from 
Adam Smith down have emphasized. 
They are becoming impatient of the 
pleas of the upward revisionists when 
they see that their demands concern 
in large measures protection for elab- 
orately finished goods, art products, 
specialty products, 
and for handi- 





aries, representa- 
tives of special 
interests against 
the common wel- 
fare of consumers 


FLUCTUATIONS IN PROTECTIVE TARIFF 
RATES DURING SEVENTEEN YEARS 


crafts. Our pros- 
perity is not com- 
patible with 
keeping millions 
employed by lace- 





and American 


PAYNE TARIFF OF 1909 


UNDERWOOD TARIFF OF 1913 


FORONEY TARIFF OF 1922 


makers, embroid- 





business as a 
whole, was extend- 
ed until the war, 
with a brief inter- CO 
val of lower sched- 
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COTTON GOODS 


erers, manufactur- 
ers of penknives, 
of glass and china- 
ware, of fabrics 
that require ornate 
touches by hand, of 


51% 





vision which mili- 
tary exigencies 
largely nul] ified. 
Then followed a 
revision upward 
on a refluent wave 
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art objects, or of 
the catalogue of 
goods made on spe- 
cialized machines 
that differ from 
the standard types. 

All these petty 





of prejudice 
against Europe, 
sponsored by the 
nameless fears of 
our  isolationists. 
The tariff walls 
rose higher. 
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But now is wit- 
nessed a renewed 
championship by a 
Republican admin- 
istration of the 
American consum- 
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ter. By being al- 


Protest, that is 
through an officer 
of the President’s 
cabinet, that the 
provisions of the 
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lowed to do so and 
to export them 
freely to us they 
can best pay their 
debts to the United 


Farm Relief bill 
would “increase the cost of living to 
every consumer of the five basic agri- 
cultural commodities in this country.” 
To be the more explicit, Secretary 
Mellon pointed out in his letter on the 
Haugen bill that if higher prices were 
secured in the home market for the 
farmer, like treatment might logically 
be demanded by the textile, boot and 
shoe, coal and other industries under a 
new form of protection that would 
Permit overcharging the American 
consumer and dumping abroad. The 
result would be to encourage more 
production for the higher prices, 
Which, he said, would at the same time 
diminish home demand. 

In vain did Senator Cummins and 
Representative Haugen protest that 
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ists, on the other hand, know that they 
can meet and beat foreign competition 
in the field of large-scale, standardized 
production. Their industries have long 
outlived their infancy; their protection 
on this ground was put forth as a tem- 
porary expedient to help get them 
started, much as a patent is granted as 
a temporary aid in getting a new de- 
vice on the market. A more insistent 
desire to expand markets at home and 
the world over is dominant with the 
large-scale industries, which are no 
longer dependent on tariffs as they are 
upon successful competition at low unit 
costs and at low prices within the 
reach of multitudes of consumers. 

Like our farmers, all these industries 
have the problem of an exportable sur- 


States and to its 
investors, and get wherewithal to buy 
our exports. 

American workmen freed from in- 
dustries of this category will more and 
more find their way into the industries 
which our manufacturers find it worth 
while to expand with higher forms of 
organization, with the molds, patterns 
and machines capable of enormous out- 
put for the whole world—motor cars, 
sewing machines, reapers and binders, 
building and railroad steel, coal, oil, 
and foodstuffs raised by tremendous 
marketing organizations. And these 
workers will be employed at the same 
high wages as they now enjoy—quite 
possibly, even, at higher wages. 

It has thus dawned upon the gen- 

(Please turn to page 625) 
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Industrial New England Needs 
New Vitality 


Some of the Factors Which Are Affecting New England’s 





LMOST every section of 
the country has had at- 
tention in the past few 
years except New England and 
yet New England probably 
needs attention more than 
most. New England of today 
is not the New England of old. 
Many acute observers see New 
England slipping, slowly but 
surely. In that case, what of 
its industries, its investments? 
Where are conditions strong, 
where are they weak? It is 
for the purpose of describing 
the situation, without preju- 
dice or preconceived notions, 
that the writer, long a New 
England resident, and _inti- 
mately in touch with condi- 
tions there, has prepared this 
article. 

New England has enjoyed 
the fruits of a wonderful past. 
It was once the home of the 
majority of the skilled me- 
chanics of this country. Many of its 
industries held first place in the vol- 
ume and quality of their products, 
namely, the boot and shoe factories, the 
textile mills, paper mills, and the mak- 
ers of machine tools. Its institutions of 
learning are old and rank with the best 
in the country, as people of native birth 
are descended from high grade stock. 

Yet today New England is facing 
many problems where conditions are 
not as favorable as they were once. Its 
textile industry has just passed through 
one of the worst readjustments in its 
history and the end is not yet. Nor is 
the shoe industry what it used to be 
in point of volume of the product and 
number of factories. Many companies 
have moved West. Further, some of 
the machine tool makers have mi- 
grated West or succumbed to com- 
petition from that section of the coun- 
try. The carpet industry is getting 
severe competition from mills in New 
York and arsund Philadelphia. Many 
of its paper mills are not in the finan- 
cial position they once boasted. 

But the picture is not altogether 
black. New England banks are prob- 
ably in the best :ondition in their his- 
tory. Maine still boasts a large potato 
crop, Hatfield raises onions and Con- 
necticut its tobacco.. Hartford is the 
insurance center. Electric power com- 
panies are utilizing the natural re- 
sources to a greater extent than ever 
before. Many of the street railways 


are reviving. The New Haven road, as 
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too many 
England is not keeping pace with the rest 
of the country. Yet, it ought to be out in 
front. If you’are a resident of New England, 
you will read this article with particular _ tion, 
Even if not, as an investor, you 
will want to know the real situation so as to 
know which types of New England’s securi- 
ties are sound and which are not. 


interest. 


Every Investor 





By LELAND M. ALDRICH 





HERE is too much “third generation” in 
New England, says the author of this 
article. New England thinks too much in 
terms of the past. Its industrial methods in 


instances are obsolete. 


New 


Should Know 






New England has had its 
share of labor problems, and 
they ‘are by no means solved. 
Let us compare labor condi- 
tions there with those of the 
South. New England’s work- 
ing populace is now composed 
of almost every race. Old line 
New England families are fast 
dying out. Its laboring class 
is highly organized in many 
lines. 

The South, on the other 
hand, has its white and negro 
population. Its white popula- 
either solid Southern 
stock or “poor whites,” offer 
no labor problem. And _ the 
negro is no problem whatso- 
ever due to customs which 
have always prevailed. 

A general superintendent of 
a Northern knitting mill went 
down to inspect the Southern 
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we know, has had a remarkable come- 
back. Mercantile stores are bigger and 
better than ever before. To many at 
home, there seems to be nothing really 
the matter. 

When I consider this subject I can- 
not but be reminded of the recent re- 
marks of a prominent capitalist. 
Among other things, he said that there 
were three kinds of generations. The 
first generation worked hard and built 
up a large growing business with sub- 
sequent financial success and a fine 
reputation. The second generation 
came along and kept what they in- 
herited but didn’t add much thereto. 
The third generation came along brag- 
ging about their past and from that 


time on the family tree began to decline. ° 


Perhaps we have too much past to 
think about in New England. It seems 
a fact that the progeny of very suc- 
cessful business men often do not have 
qualities to place them in the same 
category with their illustrious parents. 
There are, I am afraid, too many of 
the “third generation” in New England. 

If New England ever does fall back 
permanently it will be because of sev- 
eral fundamental conditions. These 
are, principally: (1) labor problems; 
(2) the tax situation; and (3) the lack 
of initiative in adopting modern meth- 
ods of advertising, a weakness which 
is very typical of New England. Com- 
pare how New England does this with, 
say, Florida, California, or the Middle 
West. 





plant that his concern had re- 
cently started. He told me 
that there was no comparison in the 
attitude of the Southern worker with 
that of the Northern worker. Down 
there he stated that they do as they 
are told with “no questions asked.” He 


seemed to think he was in another. 


world of industry. A great many 
manufacturers in New England who 
have suffered from labor conditions 
look upon the manufacturer in the 
South with envy. 

Another hindrance to progress in 
New England, in my opinion, is the 
matter of taxes, and this is particularly 
true in the case of Massachusetts. Our 
state income tax makes citizens of 
other states gasp in amazement when 
they are informed of what we have to 
give up from outside income. While 
other states carry no indebtedness and 
charge tolls to pay for their bridges, 
we have to carry large bond issues. 
City and local taxes are high enough. 
Even our poll taxes are regarded as 
high by people in other states. This 
tax situation certainly is no help in 
advancing New England and probably 
restrains others from residing here. 
We cannot hope to compete with 2 
state that has no burdensome income 
nor inheritance taxes. Of course, the 
tax situation applies a great deal more 
to people of means. 

But when all is said and done the 
main trouble with us in New England 
seems to be that we have not been wide 
awake enough and up-and-coming 48 
we should have been. For instance, I 
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have often picked up some magazine 
and seen advertisements of Chambers of 
Commerce from other sections of the 
country. St. Louis says, “Ship from 
the center of the wheel,” or something 
to that effect and portrays a cut show- 
ing that city to be the geographical cen- 
ter of national industry. 

Other chambers advertise in a simi- 
lar way. But I notice you seldom see 
many exploiting the advantages of 
New England. We should coin some 
good trade marks and use them. This 
section of the country is one of the 
garden spots of the world in summer. 
We should advertise for the tourist. 
We could say, “Spend your winters in 
Florida and your summers in New 
England.” If you have anything to sell 
today you must tell the world how 
good it is because the competition is 
so keen that people don’t have to exert 
themselves any to satisfy their de- 
mands but they only have to con- 
sider what is constantly pushed at 
them. 


Another measure which, if adopted,. 


would add materially to industrial New 
England would be more concentrated 
effort in interesting new industries and 
concerns to locate in this field. It has 
always been a question if there has 
been much organized effort in a big way 
to bring this thing about. Do we do 
as much to bring business to New Eng- 
land as the South and West do to their 
respective sections? 

Experience has proved that other 
sections of the country will go so far 
as to build factories, donate a building 
site, and make all sorts of inducements 
to bring new enterprises to their lo- 
cality. Contrast this with the state- 
ment made to me recently by a gen- 
eral superintendent of one of the mills 
of a nationally known concern whose 
headquarters are in New England, but 
which has recently purchased and is 
now operating two Southern mills in 
addition thereto. The 


headquarters of this con- VERMONT 


cern are located in a pros- 
perous and attractive su- 
burb of one of our largest 
New England cities. Much 

of the activity and 
prosperity of this com- 
munity can be directly 

or indirectly traced to 

the presence of this 
concern in the town. 

And yet, this superin- i 
tendent said that he ; 
was confounded to ' 
learn that the town of- H 
ficials had_ recently 4 
Passed a zoning ordi- — 
Nance or some- 
thing of that na- 
ture which would 
prohibit the re- 
building of this 
company’s factor- 

les if by chance 
Should be des- 
troyed. Concen- eS 
trated effort is the 
only way to bring 
new business to 
New England and 
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right treatment of them when we get 
them here to hold them. 

In the last analysis, the future of 
New England can best be solved from 
within. Its best sponsors are its own 
individuals. If things are not right, 
its our own fault. The world is all 
right. If we are living in terms of the 
past, the future will be neglected and 
decay. Conservatism is a fine attribute 
if not overworked. Too much of it 
never spells progress. Methods of yes- 
terday may be obsolete today. Times 
are changing and we must change with 
them. I love to read of the glories of 
New England’s past and of those irate 
farmers down in the Eastern part of 
Massachusetts who rose up in righteous 
wrath and drove the British invaders 
back to Lexington and Concord. You 
never can tell what a New England 
Yankee will do until you get him stirred 
up. I am one of those business men 
who are sufficiently optimistic to be- 
lieve that there is still enough of that 
good old stuff smouldering in the souls 
of enough influential New Englanders 
that if it can be aroused to action, this 
section of the country can and will give 
the rest of the country a “good run for 
their money” in spite of the severe 
competition. 

As to the invest- 


sagacity and reputation of our bank- 
ers should make them attractive for 
some time to come. Street railways 
are not in favor and it is doubt- 
ful if they will soon regain their 
former standing. Most insurance 
stocks of New England companies have 
fine records and a reputation for fair 
dealing with their stockholders. They 
are, generally speaking, good invest- 
ments and should continue to be so for 
some time to come. New England rail- 
road securities have come through a 
trying period and while many of our 
bonds and stocks have not regained the 
stability that they once enjoyed, there 
are good investments in this group if a 
certain amount of discretion is used. 
Our public utilities are good and out- 
look is favorable. 

As to mill stocks and industrials of 
New England: In several cases many 
industrial stocks have’ come through 
the depression with flying colors. These 
mills, of course, are the ones which 
have cleaned house first, used up-to-date 
methods, and changed their products as 
conditions in trade made their old 
products obsolete. But, taken as a 
whole, these cases are not the gen- 
eral rule. If I may be permitted 
the observation, if I did not now own 

securities of New 





ment situation in New 
England, the follow- 
ing comment seems in 
order. Good bank 
stocks of old con- 
servative institu. / 
tions of the larger 
class and those 

located in the 

larger cities }) 
with diversi- 
fied industries 
are gilt 
edged, 4 
andthe “7” 
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England industrial 
corporations I 
should bide my 
time and hold my 
money until I had 
some_ assurance 
| that these compa- 

nies were doing 
\ something to com- 
) pete with outside 

industry by adopt- 
ing new methods 
and new products 
and national ad- 
vertising to offset 
the depressing 
trend of the mo- 
ment. 

New England 
has yet to learn 
that if it is to com- 
pete successfully 
with the rest of the 
hustling, bustling 
United States it 
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MERCHANDISING 


NOTE: 


INDUSTRY ADAPTED TO LOCALITY. 
WELL ESTABLISHED AND GENERALLY 
PROSPEROUS. NOT ADVERSELY AFFECTED 
BY COMPETITION FROM OTHER. 
SECTIONS. 


INDUSTRY ADAPTED TO LOLALITY 
AND FUNDAMENTALLY /N SOUND 
CONDITION, IRRESPECFIVE OF 

PRESENT SITUATION. SOMEWHAT 
RESTRAINED BY COMPETITION FROM 
OTHER SECTIONS. NOT EXPANDING 
IN PROPORTION TO GENERAL GROWTH 
OF COUNTRY. 


INDUSTRY SERIOUSLY HAMPERED BY 
COMPETITION FROM OTHER SECTIONS, 
BECAUSE OF CHEAPER LABOR OR 
LOCATION WITH RESPECT TO RAW 
MATERIAL OR FINISHED PRODUCT 
MARKETS. SHOWING ATENDENCY TO 
MIGRATE FROM NEW ENGLAND. 


CONDITION OF LUMBER INDUSTRY IS 
LARGELY THE RESULT OF COMPETITION WITH 
THE PAPER INDUSTRY FOR TIMBER LANDS 


— FUNDAMENTAL STATUS OF CHIEF NEW ENGLAND INDUSTRIES — 











for JULY 17, 1926 


will have to use 
modern measures 
of exploitation. 
Otherwise, invest- 
ors and _ business 
men will be at- 
tracted to other 
parts of the coun- 
try where progress 
is the keynote and 
where the oppor- 
tunities are suffi- 
ciently within 
reach to make the 
effort worth while. 

It is clear that 
New England can- 
not afford to so 
jeopardize its fu- 
ture opportunities 
for growth. 
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The High Cost of Being a 
Broker 


Does One Become Rich from Being a Broker Or Must One Be Rich Be- 
fore Becoming a Broker?—Some Observations by One Who Has Seen 
the Brokerage Business from the Inside As Well As the Outside 


OES the brokerage business pay? 

Is it an extremely profitable pro- 

fession, one that makes only a 
moderate return on the invested capital 
and labor or, like farming, does the in- 
come of the average brokerage office 
approximate the outgo? 

There are few statistics in answer 
to the foregoing questions. But just 
as there are prosperous farmers, farm- 
ers who make small profits and others 
who make no profits at all, so there 
are brokers who also fall into those 
three classifications. 

It will probably be a difficult task, 
however, to convince the general pub- 
lic that all brokers are not rolling in 
wealth and that every member of the 
Stock Exchange does not pay an in- 
come tax on the profits of his business 
which makes the salary of the Presi- 
dent of the United States seem like pin 
money. “As rich as a broker” has be- 
come an adage. The belief that all 
brokers make enormous profits is as 
firmly fixed as the conceptions that all 
mother-in-laws are meddlesome and all 
rich men’s sons are prodigal. 

At the risk of undermining a cher- 
ished national tradition the writer must 
challenge the popular idea that the 
brokerage business is a short and easy 
road to riches. 

“Hmph,” mutters the incredulous 
man-in-the-street— (probably “long” in 
a bear market). “I telephone my 
broker to buy 100 Steel. He telephones 
to his floor man. The latter saunters 
over to the Steel post, holds up a couple 
of fingers, someone nods a 
head, the floor man makes a 
note in his book and I have 
bought my 100 Steel. The 
bill is twenty-five dollars. 

Pretty soft!” 

And “pretty soft” indeed 
it would be if the above was 
the entire story. As a mat- 
ter of fact, it is no more 
the whole story than the 
opening bar of a symphony 


age business the writer feels that he 
is in a position to speak with some 
degree of assurance. He has observed 
the brokerage business from the out- 
side and also from the inside, having 
been in the business himself. The 
same thing is true of the brokerage 
business as is true of other lines of 
human endeavor. Some brokers make 
a lot of money, some a fair amount, 
some a little money and many no 
money at all. The high mortality— 
by that the writer does not mean fail- 
ures but the large number of firms 
which dissolve or change their person- 
nel each year—is ample indication that 
the game is far from being the sinecure 
which it is popularly supposed to be. 
Not so long ago a short paragraph 
appeared in a financial newspaper call- 
ing attention to the allegedly ridicu- 
lously small net profit which the packer 
realizes. The last annual report of 
Armour & Co. 
was cited with 
sales totaling ap- 
proximately 
$900,000,000. 
Net profits 
were equiva- 
lent to not 


much more than 1%c on the dollar. 
Let us compare that with a broker’s 
profits. 

The purchase of 100 shares of U. S. 
Steel common at 125 costs $12,500. On 
the trade a broker charges $25. His 
gross profit, then, is 2/10ths of a cent 
per dollar involved. The packer’s profit 
is 7% times greater, but the packer’s 
profit is net while the broker’s 2/10th 
of a cent per dollar is gross. 

“But a packer’s net profit cannot be 
compared with a broker’s profit,” some 
reader remonstrates. “Because a 
broker is merely a broker while the 
packer is not only a buyer and a seller, 
but a fabricator as well. You might 
call him a manufacturer of meat if you 
wish.” There is considerable merit to 
the contention. But, allowing for the 
extra work by the packer, it would 
seem that in comparison the broker’s 
charge for his services are by no means 
excessive. 

A comparison with the charges of a 
real estate broker would perhaps be 
more appropriate. In the city a real 
estate broker charges 2% on the amount 
involved in the sale of a piece of prop- 
erty and 5% on suburban 
or country realty. On 2 
transaction involving city 
property selling for $12,500 
the city realtor realizes 
$250, or ten times the stock 
broker’s charges on a trans- 
action involving the same 
amount, and the country 
realtor $625, or twenty-five 
times the stock broker’s 
charges. 

Again the writer hears 4 
sotto voce from the inter- 
ested reader. “But the real- 
tor has to find his buyer or 
seller, which involves con- 
siderable time, effort and 
perhaps expense. He has 
no ready market or bourse, 
where buyers and sellers 
congregate such as the New 
York Stock Exchange.” 
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is the whole piece. 
In discussing the broker- 
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When He Is on the Crest of the Wave Quite true. But neither 
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has the realtor any expense comparable 
to the membership and maintenance 
costs such as that expensive and intri- 
cate piece of economic machinery 
known as the New York Stock Ex- 
change, involves. 

Perhaps the expression “As rich as a 
broker” finds its basis in the fact that 
one must be comparatively rich before 
one can become a broker with a Stock 
Exchange membership. 

Seats on the New York Stock Ex- 
change at this writing are selling 
around $135,000. The initiation fee is 
$4,000, bringing the total cost to $139,- 
000. A brokerage firm which hopes to 
do a moderate amount of business and 
without skating on thin ice in connec- 
tion with its loans, should have a work- 
ing capital of at least $200,000. 

So it appears that to enter the brok- 
erage business in a comparatively small 
way requires an initial capital of ap- 
proximately $340,000. Add to that 
$10,000 for office equipment and inci- 
dental expense. 

Annual dues of the Stock Exchange 


Investor:—“Do you think I ought to switch my 
Bungoslavia 9%4s to Baluga Oil 2s,-and why don't the 
market go up?” 


are $800. To this must be added the 
assessment levied for each member who 
dies, $10 contributions to the Christmas 
fund, lunch club, rental of floor phones, 
etc. A thousand dollars a year is prob- 
ably a fair average figure for the cost 
of maintaining a Stock Exchange seat. 

Let us assume that the - brokerage 
frm we are considering as a typical 
example, is conducted on a moderate 
scale. It has no branch offices, no ex- 
pensive leased wires some of which 
cost as much as $50,000 a year, or the 
like. It must have at least two part- 
hers in addition to the floor member for 
in the event of illness or absence of 
one of the “inside” partners the other 
must be available to run the office. If 
the floor broker is absent the firm’s 
orders can be given out to the “two 
dollar brokers”—now $2.50 brokers, by 
the way—but it is absolutely necessary 
for one partner to be present in the 
office during business hours. 

Let us fix the drawing account of 
each of the partners at $15,000 per 
annum since that would seem to be a 
reasonable amount for three individ- 
uals who are each in a position to put 
Up capital of more than $100,000 each. 
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Next in the budget of a 
brokerage firm comes the 
matter of office expense or 
“overhead.” Overhead, .of 
course, varies very widely, 
depending upon the size of 
the house and the scope and 
volume of its business. 
There is rent, insurance, 
cost of tickers, etc. There 
are the salaries of order 
clerks, bookkeepers, custom- 
ers’ men, stenographers, 
stock or bond traders, tele- 
phone operators, board 
boys, runners, etc. An an- 
nual overhead expense of 
$35,000 is extremely moder- 
ate and as a matter of fact 
the average overhead for 
member firms of the New 
York Stock Exchange is 
considerably larger. 
Recapitulated the capital 
investment and operating 
expenses of our representa- 
tive brokerage firm are as 
follows: 


CAPITAL INVESTMENT 
Cost of seat 
Initiation 
Office equipment, etc. 
Working capital.... 


10,000 
200,000 


$349,000 


YEAR’S OVERHEAD 
Partners’ drawing 
account 
Office overhead 
Maintenance of seat. 
Interest on capital 
investment (6% 
on $349,000) 


1,000 


20,940 


$101,940 

So that if our brokerage 
firm takes in commissions 
totaling approximately $102,- 
000 per annum, the partners 
realize 6% on their invested capital 
and an additional 13% for their time, 
labors and risks involved. That would 
not be regarded as a stupendous return 
in most mercantile lines. 

To take in commissions of $102,000 a 
year calls for the executions of orders 
totaling 408,000 shares of stock selling 
at $100 and below $200 per share or 
510,000 shares selling at $75 and below 
$100 a share or 680,000 shares selling 
at $25 and below $50 a share. 


The Faster the Ticker the Sweeter the Jazz 


The year 1925 was a year of records 
in the brokerage business. Practically 
every known record of the New York 
Stock Exchange was shattered not only 
once but several times and some long- 
standing records were fairly pulverized. 
Total number of shares traded in, for 
instance, was 464,000,000 or more than 
143 million shares over the previous 
high record. If all years were like 
1925 the brokerage business might 
justify the popular belief that it is a 
short and easy road to wealth. But it 
was only a few years ago that Wall 
Street brokers were eking out a starva- 
tion existence. Brokers remember the 
lean years of 1917-18 and the terrible 
year 1921 as one remembers a famine. 

The yearly average of shares traded 
in on the Stock Exchange for the last 
ten years is 266,573,000. Dividing this 
by the 1,100 members of the Stock Ex- 
change gives a_ theoretical 242,339 
shares per annum for each member. 
Fortunately for the profession, how- 
ever, not all members of the Exchange 
are in the commission business. At the 
present time there are 434 New York 
Stock Exchange firms and 133 “out- 
side,” 7. e., out of the city, firms. Di- 
viding the ten-year average by the total 
of 567 firms and we get an average of 
470,000 shares per annum per firm. 
This would be about enough business 

(Please turn to page 621) 
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The Riddle of U.S. Steel's Book Value 


Is the Common Stock Worth $280 Per Share ?— Assets Contrasted 
with Earnings—Essential Characteristics of the Steel Industry 


book value and the market price 

of U. S. Steel has been of perennial 
interest to Wall Street. On December 
81st last the net assets applicable to 
the common stock were equivalent to 
$281 per share—nearly twice its current 
record high level. Having existed for 
many years, this situation has from 
time to time been variously interpreted. 
Whenever Steel assumes its intermit- 
tent market leadership—as recently— 
the huge book value is cited as proof 
that the shares have all along been 
grievously undervalued. On other occa- 
sions, the persistent failure of these ac- 
cruing equities to find adequate market 
recognition has given rise to criticism 
of the management’s policy of turning 
back into the property so large a por- 
tion of the annual earnings. 

The probabilities are, of course, that 
neither of these arguments is sound. It 
is unlikely that the market has for 
years remained completely blind to the 
merits of its most prominent industrial; 
it is equally unlikely that the directors 
of the Steel Corporation have pursued 
a reinvestment policy opposed to the 
best interests of their stockholders. 
We have here, it appears, something of 
a riddle—and an interesting one. For 
it involves not only the true worth of 
Steel common—itself a subject of no 
little importance—but also the general 
question of asset values and their rela- 
tion to investment values. 

While the Stock Exchange list ex- 
hibits the widest diversity, in both 
directions, between market prices and 
book values, the underlying explanation 
is simple enough. In general, prosper- 
ous enterprises sell for more than their 
assets, and unsuccessful ones sell for 
less. Two chief exceptions are the 
railroads and the steel companies. In 
these groups the shares of even the 
strongest concerns sell below their book 
value. The railroad issues of course 
belong to a separate class, their desti- 
nies affected primarily by regulation. 
It is a fact worth pondering that save 
for a few other steel companies, U. S. 
Steel is practically the only prosperous 
industrial now selling for much less 
than the tangible assets behind the 
shares. 

This unique market position of Steel 
common is undoubtedly the result of 
exceptional conditions affecting the 
corporation’s business. The situation 
can best be understood by tracing its 
development over a period of years— 
on the one hand from the balance- 
sheet viewpoint (the physical and finan- 
cial factors) and on the other hand 
from the income-account angle (the 
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TABLE I 


A, Summary of U. S. Steel Corp. Financial Results 1915-1925: 


F ] 





Per Share 
OE re SA TINIE «55 nicusee sanea sesuh wapeese ese $936,019,000 $184.10 
te | ee ee eee 409,181,000 80.50 
NN NL 3.56 ccs sap iasarasneehseuneedsoeecsdes $526,838,000 $103.60 


B. Balance Sheet Changes; December 31, 1925 versus December 31, 1915: 


























Plant and Misc. Assets Increased.$264,317,000 Surplus Increased ...... $526,838,000 
Cash and Investments Increased.. 197,502,000 Misc. Reserves Increased. 124,268,000 
Other Current Assets Increased.. 83,198,000 

Funded Debt Decreased.......... 106,089,000 

$651, 106,000 $651,006, 500 
C. Income Account 1925 Compared with 1915: 

| 1915 1925 a. 
Sales, etc. (Excl, Inter Company)...... $552,700,000 $1,064,400,000 93% 
DD Libs Guentssieueesn esas aaaeeaeeou $176,800,000 $456,'700,000 158 
ES re ey ay ee eae 13,600,000 50,900,000 274 
I 65 Sie bc 4 0:6 bin Ale parolees 32,400,000 56,100,000 73 
eS Pree ee 225,400,000 396, 500,000 76 
ee ren ett $448, 200,000 $960, 200,000 114 
Balance Before Interest .............. $104,500,000 $104,200,000 Dec. 00.3 
SNE CRIME nc i 6s 69:50 wiv ea elke ole ,700, 13,600,000 Dec. 52, 
Preferred Dividends .......ccccsccccess 25,200,000 25,200,000 sons 
Balance for Common ................+. 0,600,000 , 400,000 29 
ee ek eee ” $9.96 ss $12,86 — | 





operating and profit factors). We have 
selected a ten-year period, both as a 
customary interval and as one Well 
adapted to comparative study. In the 
appended tables are succinctly set forth: 
(A) The aggregate results for the past 
decade; (B) Their effect upon the 
balance-sheet; and (C) Their effect up- 
on the earning power, to the extent in- 
dicated by a comparison of the 1925 
operations with those of 1915. 
Considering the period as a whole, 
the results are most satisfactory. The 
average annual earnings of $18.40 per 
share of common are excellent; the 
average dividend of $8 is undoubtedly 
adequate; and the aggregate increase 
in surplus of $104 per share is most 
impressive. The latter large figure is 
reinforced by 124 millions, or $24 per 
share, added to miscellaneous reserves, 
part of which are undoubtedly equiva- 
lent to surplus. As part B of Table I 
shows, a total of 650 millions, or $128 
per share, has been poured back into 
the business for plant investment, 
added working capital, and bond retire- 
ment. On the other hand, the market 
price of U. S. Steel common on Decem- 
ber 31st last was only $47 per share 
(or 240 millions) greater than ten 
years before. This figure is less than 
the increase in working capital alone; 
it is considerably below the sum that 
has gone into cash assets and bond re- 
tirement; it is scarcely 50% of the 


amount added to surplus, and less than 
40% of the increase in surplus and mis- 
cellaneous reserves combined. 

These figures all support the repeated 
claim that Steel common has been sadly 
undervalued. In part C of Table I, how- 
ever we view the matter from another 
angle and we obtain a different result. 
Here it appears that the half billion 
dollars reinvested in the business have 
produced only fifteen millions of added 
profits. Despite the tremendously in- 
creased asset value of Steel common, its 
earnings in 1925 were hardly $3 per 
share greater than in 1915. Though 
the market price of Steel common has 
risen so much more slowly than the 
property values behind it, it has ac- 
tually advanced faster than the earn- 
ing power. In 1915, Steel earned $9.95 
per share, or 11% on the closing price 
of 89; in 1925, it earned $12.86, or 
9%% on the last sale at 136. 

These figures, however contradictory, 
undoubtedly contain the clue to the dis- 
crepancy between Steel’s asset value 
and market value. All experienced in- 
vestors know that earning power exerts 
a far more potent influence over stock 
prices than does property value. The 
worth of a business is measured not 
by what has been put into it, but by 
what can be taken out of it. So much 
is this true that many an unprofitable 
company sells in the market for less 
than the working capital alone—less 
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than the liquid assets, which presum- 
ably could be readily turned into cash 
if the business were discontinued. Such 
companies, and they are by no means 
rare, are worth more dead than alive. 
Even cash assets, therefore, are not a 
dominant factor in market value, un- 
less there are distinct possibilities of a 
special distribution therefrom. Hence 
Wall Street’s refusal to recognize in 
full even the increased specie holdings 
of the Steel Corporation—which to the 
reader of the balance-sheet must ap- 
pear like so much added cash in the 
pockets of its stockholders. 

Granting that we can explain the 
lagging market price by the lagging 
profits, we are only introduced to a new 
problem—how to account for the very 
moderate growth in the Steel Corpora- 
tion’s earnings as compared with the 
enormously increased investment. But 
before we address ourselves to this diffi- 
cult question it may be desirable to 
consider whether our premises are 
sound. Have we the right to attach 
any significance to the comparative 
prices of U. S. Steel on December 31, 
1915, and December 31, 1925? Quota- 
tions fluctuate constantly, reacting 
often illogically to all-sorts of tempo- 
rary and even trivial influences. Objec- 
tion may well be lodged against any 
attempt to base serious conclusions on 
a comparison of sales prices taken ar- 
bitrarily ten years apart. It may also 
be questioned whether the growth of 
Steel’s earning power in the past de- 
cade can properly be measured by com- 
paring earnings of the single years 
1915 and 1925, in view of the widely 
varying results of the steel industry as 
between good and bad times. 

Fortunately for our purpose, it can 
readily be shown that both the prices 
and the earnings selected are well 
suited to our comparative study. The 
price of $89 at the close of 1915 was 
itself a kind of average figure repre- 
senting the mid-point in the upswing 
then under way. Ten years later, how- 
ever, the price of $136 
registered a high peak 
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TABLE II 
Comparison of Selected Items in 
1925 and 1915 Reports 
Mee | 
Property Account ............... 17.7% 
Capacity: Ingots ............... 106 
“Finished Steel ....... 5.9 
Production Finished Steel ....... 12.8 
Receipts per Ton .............+. 13.9 
Total Sales ........... ey 93.0 
No. of Employes estas oe aes 5 30.7 
Average Annual Wage he apes 97.6 
Total Pay Roll ................. 168.8 
suacaarreadl 








are, if anything, relatively more favor- 
able to average present-day conditions 
than to those of ten years ago. 

The conclusion appears inescapable 
that holders of U. S. Steel common have 
not derived concrete benefits propor- 
tionate to the vast equities that have 
been poured back into the property 
since pre-war days. Neither the earn- 
ing power, dividend rate nor market 
value has increased to an extent com- 
mensurate with the growth of surplus 
and balance-sheet strength. This three- 
fold discrepancy is speedily reduced to 
a single problem—that of earnings, 
upon which both the dividend rate and 
the market price essentially depend. Is 
it possible to determine the causes un- 
derlying the failure of earnings to keep 
pace with the growth of assets? The 
task is not a simple one, and an ex- 
haustive inquiry is precluded by the 
character of this article. Yet, even a 
brief study of the records may serve to 
shed some light on this important and 
perplexing question. 

In the first place, in tracing the rela- 
tion between reinvested profits and in- 


creased earnings, the former may use- 
fully be divided into two parts: 
(A) The portion which has been used 
to improve the corporation’s financial 
position; and (B) The portion devoted 
to expansion of operations. Division 
A includes funds utilized for debt re- 
tirement and increased cash assets. In 
Division B belongs the surplus invested 
in additions to plant, inventories and 





receivables. This segregation immedi- 
ately discloses an interesting situa- 
tion— 
Increase in Increase in 
Assets Earnings 
1915 to 1925 1925 over 1915 
Class A 
“Financial”. $303,600,000 $15,088,000 
Class B 
“Operating’’. 347,416,000 Dec. 319,000 
$651,016,000 $14,769,000 





It appears that the entire increase 
in earnings for 1925 over 1915 was 
supplied by the surplus devoted to 
“financial” purposes, and none at all 
by the still greater sum reinvested in 
“operating” assets. The full 15 millions 
of larger profits are accounted for by 
added interest received and smaller in- 
terest paid. As may expected, this in- 
come is equal to some 5% on the new 
capital involved. To this point we will 
recur later. 

The failure to increase operating in- 
come despite the huge sum added to 
plant investment is necessarily due 
to a higher expense ratio. Some com- 
parative figures on this score are ar- 
resting, as seen in Table I (C) and 
Table II. 

These comparisons show clearly that 
the lower profit margin follows pri- 
marily from a disproportionate growth 
in labor costs. (The heavy increase in 
the tax item is an additional important 
factor, though this burden no doubt 
bears just as grievously on other lines 
of industry.) The labor difficulty goes 
deeper than the increase of 98% in the 
average annual wages, against the rise 
of 74% in indicated selling prices. 
These relative figures 
are not far different 





after a long bull mar- 
ket. The difference of 
47 points between these 
two levels reflects very 45 
generously, therefore, 
the improvement in the 40 
market position of Steel 
common during the past 
decade, Similarly, 1925 
should properly be re- 
garded as a better busi- 30 
hess year than 1915. 
The latter, opening in 25 
gloom and ending in 
boom, showed for the 
whole twelve months a 20 
moderately favorable 
result. But 1925, with 15 
its new high record of 
Production in steel and 
Many other lines, was 
undoubtedly a year of 
More than average 5 
Prosperity. Hence, the 
gures used for com- 
Paring both earning 
Power and market value 
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A GREAT INDUSTRIAL'S RECORD 
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Seales from those of other bus- 
inesses which have, 
nevertheless, succeeded 
in reporting large in- 
creases in net profits. 
The special handicap 
of U. S. Steel in the 
matter of wages arises 
from three conditions. 
First, the abolition of 
the twelve-hour day in 
1928, the effect of which 
is seen in the great 
relative expansion in 
the number of employ- 
ees. This means a cor- 
responding reduction in 
the output per man; or 
otherwise stated, that 
the hourly wage has in- 
creased much more than 
the annual wage. Sec- 
ondly, the large pro- 
portion that wages bear 
to the total costs in the 
(Please turn to 
page 614) 
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> The Third of an Important Series of Articles <& 





Problems of the Average Business— 


And the Remedy 


Getting Into Step With New Economic Principles—High 
Wages One of the Keys to Prosperity—Waste in Management 


By JOHN F. SHERMAN 


Ne economic principles — by increased production and 








are being worked out in constant economy. The 
American business and This is the third of a series of articles by economy has not taken the 
industry. Putting them into : form of reductions in wages. 
practice means the equivalent Mr. John F. Sherman, pr esident Sherman On the contrary, a high wage 
of a peaceful economic revolu- Corp Engineers The first and second is an integral part of this 
tion. For these new principles vo ane é newer economy. A minimum 
are directly opposed to many articles of this series appeared in the May wage of $7 per day prevails. 
of the established ideas upon ° ° To make possible the sound 
which business has been con- 22nd and June 19th issues foes ectively . The reductions in selling price, 
ducted. Concerns which have fourth and final instalment appears in the _ time-saving and trouble-saving 
been pre-eminently successful A Ath i devices -have been introduced 
during the past five to ten years ugust L4th issue. wherever they could effect re- 
have been the ones to get into ductions in cost. Production 
step with these new concep- has increased through the 
tions. Or, possibly, it is the utilization of mass production 
other way round, and they have developed the principles principles, and the reductions in cost have made possible low 
out of their new practices. Fundamental in the problems selling prices which have claimed larger and larger markets. 
of the average business is the thorough understanding of A growth in output from 10,660 cars in 1908 to 1,933,419 
these new principles and a readjustment of methods and cars in 1924 has occurred, along with continual reductions 
habits to accord. with them. in cost from $950 per unit in 1908 to $290 per unit in 1924. 
Wages and prices, during the war, went up like a kite Net profits have mounted, not in the form of increased unit 
before a strong wind. When the war ended, economists, profits but as profits on large-volume production, 
having analyzed conditions following other great wars, felt The phenomenal success of the Ford company has persuaded 
reasonably sure that prices would come down. They did. many economists to predict that the industry of the future 
Just what would happen in regard to wages was not so will be an industry of mass production and mass distribu- 
clear. However, there was a pretty general agreement that tion. Proponents of this assertion claim that mass prin- 
wages too must seek lower levels, but that the toboggan ciples can be applied to virtually all lines of manufacturing; 
would be marked by great opposition from the wage earning that whether the product be flivvers, locomotives, bonbons 
classes who had tasted higher standards of living and would or millinery, the fundamentals of Fordization are ap- 
be loath to lower them. plicable. This is a sweeping prediction. Whether or not 
What has happened has borne out these predictions only __ the full machinery of mass production—mass distribution 
to a limited extent, for some entirely new principles have _has universal applicability, it is undoubtedly true that cer- 
swum into the economic universe, principles based on facts. tain of the underlying principles have been shown to be of 
These have proven almost as disturbing economically as such proven value that a primary problem of many busi- 
was the Copernican theory astronomically, which proved nesses is to analyze them and search out their possible 
that men’s ideas of the earth as the center of the universe, applicability. 
were all off. One of the outstanding new principles is that The element of low selling price as a key to larger mar- 
low prices are the center of a new prosperity universe. And kets is vital. Many executives have not adequately ap- 
coupled with it is another, namely, that high wages are praised the power of their selling price and have neglected 
actually one of the secrets of prosperity in this new age. installation of means for reducing it to keep pace with com- 
Two British engineers have recently confirmed the validity _ petition. A manufacturer of furniture was complaining of 
of these principles, after several months’ observation of the general business conditions which forced him to keep 2 
seventeen leading American industrial establishments in heavy stock of unsold goods warehoused. They were of 
which the new ideas have been applied. Not high tariffs, good quality. The real reason why they were not moving 
not possession of large gold reserves nor our great natural was their price. Furniture was being bought, but not this 
resources nor our fertile domestic markets but the applica- manufacturer’s. His product had been made at high cost. 
tion of a theory of high wages, say these English observers*, The price necessary to cover the cost and yield a profit was 
is at the bottom of American well-being. They published not in line with the ideas and purses of buyers. Additional 
their report to show England how America is doing it so selling pressure was not profitable. The manufacturer 
that England might go and do likewise. But many Ameri- —_was hoping that general conditions would change, bringing 
can manufacturers, who have not put into practice the a sellers’ market and rising prices. This hope has, in the 
principles successfully used in the concerns which were past few years, possessed one great virtue—it has been 
included in the report, and who are inclined to regard these widely shared. 
principles as a passing phase, will find strong corroboration Business conditions latterly have been characterized by 
of their soundness from this disinterested source. an unusual combination: Declining prices, which have 
The Ford companies are usually cited as the outstanding hitherto been interpreted as meaning recession, and easy 
example of how these new principles of making and selling money which always has been regarded as highly favorable. 
at a profit have been most fully developed. Ever since 1908 Businesses which make money buying and selling commodi- 
Ford has consistently practiced price reductions paralleled ties have hada rather close time of it. Manufacturers 
who have used speculations in raw materials as a crutch 





* The Secret of High Wages by Bertram Austin and W. Francis Lloyd. 
526 THE MAGAZINE OF WALL STREET 





and 
The 

the 
ages. 
wage 
this 
mum 
rails. 
ound 
rice, 
ving 
uced 
t re- 
ction 

the 
tion 

low 
kets, 
419 
ions 
924. 
unit 


aded 
ture 
‘ibu- 
rin- 
ing; 
ons 
ap- 
not 
tion 
cer- 
e of 
usi- 
sible 


nar- 

ap- 
cted 
om- 
> of 


> 

pa 
» of 
ying 
this 
ost. 
was 
onal 
urer 
ying 
the 
peen 


| by 
lave 
2asy 
ible. 
odi- 
rers 
itch 


‘ET 


to support inefficiencies in production no longer find them- 
selves benefited. , 

High prices and prosperity are no longer Siamese twins, 
which die if severed. In the periods of receding prices, 
executives who have fitted their policies and practices to the 
new order have been able to show profit. They have turned 
the low price stumbling block into a stepping stone and their 
goods have moved into consumption in volume sufficient to 
show profit even though the profit per unit has _ been 
lessened. 


When Price-Cutting is Dangerous 


Profits in the days of high prices were larger on indi- 
vidual items. Even today it is unsound to look on price as 
having magical power alone. It must be considered in right 
relationship with the other factors in business. The new 
principle—the economic set-up which has produced the re- 
sults viewed with amazement by the rest of the world— 
is that sound price reductions are part of a general policy, 
and that this policy begins in the production of goods. To 
compete with the Ford company, for example, a maker of 
ears in the Ford class would hang himself by merely meet- 
ing price competition without going the whole hog produc- 
tionwise. Yet, it is quite common to find manufacturers in 
other lines who have tried, in degree, that very thing, with 
of course disastrous results. To hold customers and to get 
new accounts, they indulge in price-cutting. Orders become 
liabilities instead of assets. Every piece of new business 
means just so much more loss. 

The erroneous theory is that you hold your market 
against the day when something will happen by which you 
can jack your prices up and recoup your losses. But ex- 
tension of markets is not a sales problem alone. American 
manufacturers have been severely censured for not employ- 
ing better sales methods to get foreign trade, for example, 
but recently European observers have predicted that a time 
may come, if we continue to turn out goods at lower prices 
than other countries can make them, when foreign buyers 
will come to us; will establish purchasing agencies in 
America because they will not be able to get along without 
what we have to sell! Sales problems and production prob- 
lems are closely inter-related; are, in fact, only two phases 
of the same problem. Selling is 90% production says 


President Charles W. Nash of The Nash Motors Co. 

To gain the advantages of a selling price attractive 
enough to cut a wider market swathe, quality is an impor- 
tant consideration. It is simple enough to reduce prices 
by lowering quality, using a poorer grade of material and 
scamping workmanship. Quality standards, however, are 
higher than ever before. ‘The public has been educated by 
advertising to a point where the ordinary buying judg- 
ments of the rank and file are higher than ever before in 
history. The fellow with good goods isn’t hiding that 
quality under a bushel, but is setting it in a high place where 
the buyer may compare it, test it, feel it, see it work, in 
comparison with other goods in the same line. To reduce 
quality levels is little short of suicide. Women are a power- 
ful influence in our national buying, and the modern woman 
is a keen judge of values. The quality must be there, also the 
price. A relatively insignificant number of buyers buy 
regardless of price, and even high-priced merchandise is 
more and more using the economy appeal, that the dearest 
goods often are the cheapest in the long run. 


Brains More Important Than Capital 


A high order of management is necessary in rebuilding 
and realigning all the factors of a business in order to 
turn out goods that will meet the market requirements 
of price and quality and show a profit. 

A gradual trend away from the old type of owner-man- 
ager has been apparent in American industry, and the 
growing up of a class of management specialists. The 
type of mind which characterizes this new order of man- 
agement is fact-facing, analytical. Business management 
is no longer the exercise of fortuitous power, secured be- 
cause of the possession of capital. Several observers have 
called attention recently to the increasing number of large 
management jobs filled by lawyers or by men with legal 
training. Among many examples cited are: Judge Gary, 
of U. S. Steel; Alvan Macazuleyv, president of the Packard 
Motor Company; Amos L. Beatty, president of the Texas 
Company; Charles G. Dawes, Owen D. Young, chairman 
of the board of General Electric; C. F. Kelly, president 
of Anaconda; George B. Cortelyou, president, Consolidated 
Gas of New York; Fairfax Harrison, president, Southern 
Railway; Charles Donnelly, president Northern. Pacific— 

(Please turn to page 628) 
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The return value of the payroll dollar in many plants, mills and factories, is often only 75%, the 25% waste escaping through 
many habitual channels, as shown at the right, in the above figure. 
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Southern Pacific—A Western — 


Giant 


Fine Long-Term Possibilities of Stock Indi- 
cated by Analysis of Assets and Earning Power 


By J. A. POLLOCK, Jr. 


ECAUSE of its great magnitude 
B and peculiarly involved inter- 

corporate relations, Southern Pa- 
cific is an excellent foil for the ancient 
and honorable practice of searching out 
concealed assets. From the standpoint 
of size of the investment, this company 
with over two billions of total assets, 
is exceeded only by the United States 
Steel Corporation and is considerably 
larger than the American Telephone, 
the Pennsylvania Railroad and about 
twice the size of Atchison. 

Southern Pacific, operating directly 
some 18,220 miles of rail lines is the 
largest road from standpoint of mile- 
age as well as assets. In addition, it 
has a sole ownership in other steam 
railways operating 1,422 miles, electric 
railways in California operating 900 
miles, and half ownership in another 
740 miles of steam railway, giving it 
an interest in some 16,282 miles of rail. 
Southern Pacific Steamship Lines op- 
erate, besides other marine equipment, 
23 ocean-going steamers over routes of 
8,825 miles. 

Other fully owned subsidiaries are: 
land companies controlling 10,000,000 
acres of land and town lots in Texas 
and California; lumber companies with 
large manufacturing capacity owning 
over 23,000 acres of timber lands; coal 
companies owning 22,000 acres of ccal 
lands, producing oil companies, ter- 
minal companies, etc., etc. 

It is difficult to realize that the 
owner of all these subsidiaries was once 
a subsidiary itself, although its con- 
nection with the Union Pacific under 
E. H. Harriman and the famous anti- 
trust suit resulting in subsequent dis- 
solution, is of course, well known. An 
odd feature of Southern Pacific’s his- 
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tory is the fact that its subsidiary, the 
Central Pacific, which the government 
sought to have segregated under the 
same anti-trust laws and which was re- 
turned by the Interstate Commerce 
Commission under authority of the 
Transportation Act, was really the- 
precursor and parent of the present 
owner. Incorporated in 1884 as one of 
the earliest holding companies, South- 
ern Pacific now in its fortieth year of 
operation is typical of and has been an 
essential part of the “romance” of the 
West. 

It would be difficult in much longer 
space to consider adequately all the 
company’s assets, but a brief classifica- 
tion and consideration thereof is neces- 
sary to an approximation of the value 
of the stock. The Southern Pacific 
Company owns directly less than 600 
miles of line. The “system” mileage is 
made up of some thirty odd subsidiary 
roads, all of whose stock is owned by 
the Southern Pacific Company, some of 
the properties being leased in addition. 
This combination is known as_ the 
Transportation System and is what is 
commonly meant by the title “Southern 
Pacific.” In addition, there is con- 
trolled solely-owned “affiliated compa- 
nies,” 85 in number in 1925. whose 
earnings are not included in the con- 
solidated income account of the South- 
ern Pacific Company and Transporta- 
tion System Companies. These affili- 
ated companies carry on most of the 
non-carrier activities of the corpora- 
tion. 


Southern Pacific’s Investments - 


In the last two years, Southern Pa- 
cific has taken a number of steps to 


simplify its consolidated statement, 
along the line of eliminating intercor- 
porate and offsetting accounts. Never- 
theless, the peculiar practice of carry- 
ing in the combined balance sheet both 


the physical assets of the “transporta- - 


tion companies” and their stocks and 
bonds, held by Southern Pacific, is fol- 
lowed. This constitutes, of course, a du- 
plication of assets, but is offset on the 
liability side by showing the same funded 
debt and capitalization as outstanding; 
the essential difference being that these 
securities are listed as liabilities in 
their par amount, and as assets at a 
cost figure well below par. Invest- 
ments also include securities of affili- 
ated companies and advances thereto, 
although the latter are in part offset by 
“other unadjusted credits” account, i. ., 
held in suspense.. Physical assets of 
latter class of company are not taken 
up. What proportion of the invest- 
ment account is represented by trans- 


portation company and affiliated com- 


pany securities owned by Southern Pa- 
cific is not shown, although in toto 
about $800,000,000 par value of secur!- 
ties are carried at about $550,000,000. 
Obviously, however, in taking up the 
surplus account of the “transportation 
companies, their securities have been 
taken at par. ; 

In short, all other investments ™ 
stocks, bonds and notes would seem to 
be carried in reality at about $136,000,- 
000. These investments include bonds 
and notes of a par value of $105,000;- 
000, so that with a few miscellaneous 
stocks, there need only be established 
about $20,000,000 as the equity m 
stocks of “affiliated” companies and 
companies in which the corporation has 
a joint interest. The actual book value 
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of Southern Pacific’s equity in these 
companies was on December 31, 1925, 
approximately $105,000,000 and $25,- 
000,000, respectively. 

The balance sheet of “affiliated” com- 
panies indicates a greater value than 
this, however. Prior to 1925 these com- 
panies had been charged interest on 
open accounts representing advances 
from the parent company, only earned 
interest being taken into the latter’s 
income account and unearned interest 
held in suspense. One of the recent 
simplifications in accounting was to 
eliminate this interest and to show in- 
stead the earnings of “affiliated” com- 
panies as an addition to “transporta- 
tion system” income. Accordingly, 
about $80,000,000 of accumulated in- 
terest “in suspense” on the parent com- 
pany’s books would appear to have been 
eliminated, only about $20,000,000, of 
which, however, would appear to have 
been “forgiven” on the subsidiaries’ 
own books, the Pacific Electric Railway 
benefiting chiefly and the Southern Pa- 
cific Railway of Mexico constituting the 
‘most notable exception. 

Thus, present advances of the South- 
ern Pacific to these particular sub- 
sidiaries, would seem to constitute a 
liability of approximately $190,000,000 
on their books and to be carried as an 
actual asset at about $40,000,000 by the 
parent company, a further equity to the 
owner of $150,000,000. Substituting 
book for “cost”? values we would add 
about $260,000,000 to the Southern Pa- 
cific and transportation system $413,- 
000,000 surplus, raising the indicated 
value of the former’s stock from $210 
to $280 a share. No road was original- 
ly more overvalued than the Central 
Pacific in its early days. Railroad ac- 
counting practices have undergone a 
distinct change toward conservatism. 
The “water” has grown pretty rich. 

Actually, of course, many of these 
assets which are still of a virgin na- 
ture and in young and rapidly develop- 
ing territory cannot be valued at all, 
the problem being essentially of future 
determination. Thus the Southern Pa- 
cific Land Company in segregating cer- 
tain oil lands in 1921, which were sold 
to the parent company’s stockholders 
in the form of Pacific Oil stock at $15, 
took up $26,000,000 on its books. The 
segrated properties are currently val- 
ued at over $250,000,000. The plain 
inference is, nothwithstanding, that 
Southern Pacific shares are worth all 
of the $210 claimed in the balance sheet 
and that the future will probably afford 
opportunities to stockholders compara- 
ble to the Pacific Oil distribution. Those 
that were wise enough to keep this 
stock have already seen an advantage 
of about $70 a share. 

A possibility along these lines is in 
the Southern Pacific of Mexico in which 
the company has a capital investment 
of over $45,000,000, and including un- 
paid interest of over $115,000,000. Un- 
til recently, this venture looked a good 
deal like a total loss. Under more sta- 
bilized conditions and upon settlement 
of certain claims with the Mexican 
government, the parent company under- 
took to complete the 103 mile connec- 
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tion with the National Railways of 
Mexico, whereby entrance to Mexico 
City is gained. A very substantial 
earning power for this subsidiary at 
some future time is not an illogical ex- 
pectation. 

A feature of Southern Pacific’s tre- 
mendous development in the last 40 
years, whereby rail mileage has tripled 
and business and revenues increased 


’ tenfold, not to mention the growth of 


capital assets, has been the extent to 
which earnings have been made to con- 
tribute. Prior to 1906 no dividends 
were paid and all earnings actually re- 
invested in the property. Subsequently, 
all earnings above dividends have been 
reinvested. .Up to December 31, 1917, 
when invested surplus stood at $250,- 
000,000, 54 cents of each dollar of earn- 
ings had been returned to the property 
against 46 cents paid out in dividends. 
Since 1917 and including Federal con- 
trol years, dividends have totaled about 
174 millions and surplus earnings about 
146 millions. 

In the last eight years (or since 
1917) 290 millions have been expended 
upon additions, betterments and exten- 
sions, exclusive of the recent purchases 
of the El Paso and Southwestern and 
the San Antonio and Aransas Pass. In 
addition, Southern Pacific and Union 
Pacific expended $37,000,000 for equip- 
ment, not included above, for their 
jointly owned subsidiary, the Pacific 
Fruit Express. In the same period, 
117 millions of debt, exclusive of above 
mentioned companies, has been issued 
or assumed and 118.5 millions retired, 
71.5 millions by conversion into stock 
and 47 millions by purchase. In other 


words, about 310 millions of improve- 
ment were made and a slight reduction 
in debt, with issue of 71.5 millions ad- 
ditional stock, balance coming from 
earnings, depreciation and the $26,000,- 
000 realized from Pacific Oil. Acquisi- 
tion of the El Paso and the San An- 
tonio & Aransas Pass increased debt by 
60 millions and capital stock by 28 mil- 
lions, but added 100 millions to road 
and equipment account. 

Recent work in addition to that on 
the Mexican lines has included complet- 
ing the 108 mile Natron cut-off and 
other extensions in Oregon. The “El 
Paso” and “San Antonio” acquisitions 
will be strengthened and filled in. 
Moreover, the company in 1924 entered 
into agreements with the Western Pa- 
cific which virtually converts the paral- 
lel Central Pacific into a double track 
line. 

The Southern Pacific system extends 
from Portland, Oregon, south along the 
Pacific Coast to the southern boundary 
of California, thence eastward through 
Arizona and New Mexico to Galveston 
and New Orleans. By virtue of its 
steamship lines operating between these 
ports and New York, the company is 
the only true transcontinental carrier. 
The 1,200 mile Southern Pacific of 
Mexico in conjunction with the regular 
route through California to Portland, 
make it the largest north and south 
road on the continent. Other impor- 
tant extensions are the Central Pacific- 
Western Pacific from San Francisco 
and Ogden connecting with the Union 
Pacific and Denver & Rio Grande West- 
ern, and the El Paso, connecting with 

(Please turn to page 611) 








Net Income 
$28,154,431 








35,657,410 


*Exclusive of earnings of solely controlled affiliated companies and interest on open 
**Including earnings of solely controlled affiliated companies. 


account with same. 


Balance Sheet 


Road and Equipment 
Other Investments* 228, 


Funded Debt 
Capital Stock 


Working Capital 
Depreciation Reserve 


Income Account 

Gross Revenues 

Net Operating Income 
Other Income 
Charges 

Net Income 


Mileage Operated 








Southern Pacific—A Western Giant 
Earning Record 


Dividends 
$16,354,000 


Development of Southern Pacific System 
Dec. 31, 1925 
$1,341,287,000 
095,000 194,370,000 


$1,569,382,000 


633,395,000 
372,381,000 
$1,005,7'76,000 


67,017,000 
88,459,000 
419,149,000 


*Approximate net figure—less ‘‘other unadjusted credits.”’ 


‘Calendar Year 1925 


35,657,000 


12,950 
**Decrease. 


Surplus Per Share Earnings 


$15,800,000 
19,061,882 








13,860,993 

9,979,582 
11,937,296 ; 
23,889,628 12.94 
14,476,809 *10.15 (11.60) ** 
13,047,760 *9,57 (10,18) ** 


Increase 


$389,457,000 
33,725,000 


$423, 182,000 


61,775,000 
99,558,000 


Dec. 31, 1916 
$951,830,000 





$1, 146,200,000 
571,620,000 
272,823,000 

$844, 443,000 


31,960,000 
38,178,000 
210,277,000 





$161,333,000 


35,057,000 
49,499,000 
208,872,000 


Calendar Year 1915 
$163,427,000 
51,437,000 
11,325,000 
27,340,000 
35,423,000 


11,000 


Increase 
19.3% 
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Three Per Cent Bonds—Relics 


or Forerunners? 


Lower Interest Rates May Make 3% Bonds Familiar 
Once More—No Early Maturities Among These Issues 


that resulted from the post-war 

inflation a three per cent coupon 
bond was looked upon as little better 
than an archeological relic of a period 
that would never again be seen. With 
the highest corporation credit at about 
six per cent, and with pretty good of- 
ferings on an eight per cent basis, 
three per cent bonds came pretty close 
to being ridiculous. 

However, those who accumulated 
such securities naturally reaped a 
large reward. As late as 1924, Kan- 
sas City Southern 3s sold for 67, 
Northern Pacific 38s at 56, and, gener- 
ally, such low coupon bonds ruled at 
from six to nine points under quota- 
tions now prevailing. The differences 
in yield can well be imagined. 

With the general upward valuation 
of bonds, the three per centers also 
advanced until today they are com- 
parable on the basis of yield to matur- 
ity with the average bonds of their 
class. ‘But there is one notable differ- 
ence, and that is that current income 
from such bonds is quite distinctly 
lower than that of issues of similar 
quality. Naturally, any bond selling 
far below par will show a greater 
spread between current income and 
yield to maturity than will any bond 


[) veneer the high interest epoch 


By LORING DANA, JR. 


selling near par. In the nature of the 
case, low coupon rate bonds must sell 
at a considerable discount, and bring- 
ing the yield to maturity into conform- 
ity with the market means a more than 
ordinary reduction in the rate of cur- 
rent return. Only on the more dis- 
tant maturities such as the Lowisville 
and Nashville, S. E. & St. L. 2nd 3s of 
1980 or the Northern Pacific Gen. Lien 
8s of 2047 does the remoteness of re- 
payment date bring the 3% issues into 
line with their higher coupon associ- 
ates, with reference to current income. 


From the Speculative Viewpoint 


The low current income to be de- 
rived from these three per cent bonds 
indicates that they are bought pri- 
marily as speculations on the future 
of interest rates. In other words, it 
is the belief of purchasers that aver- 
age yields to maturity will sink below 
the four per cent level on high grade 
corporation bonds. On the 1946-50-51 
maturities, such speculation would 
naturally be most significant as the 
advance in price as maturity nears 
will begin to evidence itself in several 
years. The lower the interest rate the 
less that discount on low coupon bonds 
resulting from their distance from ma- 


turity. It is this factor, which would 
result from an anticipated lower in- 
terest rate, that would make the earlier 
maturities the more logical purchase. 


To see how many possibilities such a. 


speculation may have it is necessary to 
examine into the theory of bond prices. 

Bonds are fixed-income bearing se- 
curities with a definite maturity 
(Serial bonds included). When the 
rate of interest is six per cent, a bond 
is the equivalent of a deferred sixteen- 
year purchase of income. When a 
bond is sold at five per cent, it is 
the equivalent of a deferred twenty- 
year purchase of income. 

The price of bonds includes two fac- 
tors. First, the purchase of an an- 
nuity for so many years, and second, a 
repayment at maturity, which enables 
the purchaser to command further an- 
nuities to infinity. The latter feature, 
however, being common to all bonds, 
at all rates of interest, may as well be 
ruled out. 

The first factor has an important 
market bearing. For when interest 
rates of six per cent prevail, a bond 
maturing in twenty-five years runs 
nine years more than a sixteen-year 
purchase of income. If on the other 
hand the prevailing rate of interest is 
at about three per cent, the purchase 














All Listed Bonds with a Three Per Cent Coupon 


(Non-callable) 


1 oo aes 





Bonc Maturity 


Out- 
Legal for standing 
Trust Funds (Millions) 


Prior 
Liens 


Yield to 
Maturity 





Kansas City Southern Ist 3s..... 


Illinois Central, Litchfield Div.. 
BEE ahs wn ceescccensdecnunecs 
















N. Y¥., Mass., Conn. 3.2 












Mass., Conn. 5.0 


















Illinois Central, St. Louis Div. & 
Term., Ist 3s (A) 


N. Y¥., Mass., Conn. 5.0 










Louisville & Nashville, 
ee errr 


ess Rh 3.0 








Northern Pacific, Gen. Lien 3s, 
(A 


54.6 








Georgia Midland, Ist 3s (B) ..... 


ee papese sa 1.6 





Chicago & Alton (Old Company), 


Bek. BB cccccccsccccccccssccces 1949 


wneeerpasere 45.0 


1.01 





A—$500 denominations. 





B—Interest gtd. by Southern Ry., lessee. 


C—Junior only to 4s of 1997. 
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of a bend enjoying a maturity twenty- 
fve years distant, returns principal 
sooner than a thirty-three-year pur- 
chase of income. 

Compound interest has been disre- 
garded for the sake of simplicity of 
illustration. From this illustration, it 
follows that as interest rates decline 
and low coupon bonds advance, those 
enjoying the nearer maturities will ad- 
vance out of proportion to those en- 
joying the further maturities. On this 
basis alone, Kansas City Southern 3s, 
Georgia Midland 3s and the three II- 
linois Central divisional bonds featured 
in the table, constitute special types of 
speculation in the interest rate. It is 
a minute field for calculation, and has 
attracted actuaries and_ statisticians 
rather than the average investor. 


Bond Buyer’s Guide 


Bonds for Income Primarily 


Times 
Interest 
Earned Current 
on all In- to 
debt i come maturity 
6.07 
5.85 
6.09 
5.33 








Amount Prior Yield 
Issue Liens 
GOVERNMENT ISSUES (Millions) 
Argentine 6s, 1959 44.8 
Dominican Rep. 5%s, 1942 om 6. 6.4 
Haiti 6s, 1952 (b).. 15. ; 
Panama 5s, ks 4, 


RAILROAD ISSUES 


Baltimcre & Ohio, Ref. 5s, 1995...(a). 
Ogdensburg & Lake Champlain Ist 4s, 1948 
Genesee Riv., Ist 6s, 1957 
Great Northern, Gen. 7s, 1936 

Kan, City Sou. Ref. & Imp. 5s, ’50. 

Ky. & Ind. Term., Ist 4%s, 1961.. 
Minn., St. P. & Sault 6%s, 1931.... 
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Are Three Per Cents Attractive? 


The important question is not 
whether the reasoning here is sound, 
but whether the actuaries and statis- 
tiians who have bid such bonds to 
bring in a low current income have 
not paid too dearly for their anticipa- 
tions. It must be remembered in this 
connection that a sacrifice of current 
income costs money. Current income 
of 4.05% on a low coupon bond as op- 
posed to current income of 4.25% on 
a 4% coupon of similar quality and 
maturity, imposes a differential cost of 
20% per annum on the purchaser. 
Does the possibility ofithe second factor 
of progressively lessened discount as 
maturity approaches compensate for 
present differential current income cost 
as compounded? While the question is 
technical, the answer seems to be that 
right now the 3%, 3%% and 4% cou- 
pon bonds are running nip and tuck 
with reference to such advantages. The 
differences between the groups appear 
to have been carefully calculated. 

For the larger question as to whether 
any long distance decline in interest 
rates are likely to be so near as to ren- 
der such three per cent bonds excep- 
tionally attractive it will be needful to 
examine the price of bonds when low 
Interest rates have previously pre- 
vailed. Obviously there was a time 
when three per cent bonds could be sold 
to investors. Such gilt-edged securi- 
lies are reminiscent of the period when 
British Consols sold down to below a 
24% annuity basis. Have we any 
reason to anticipate that such a tend- 
eney will evidence itself soon, thus 
making three per cent bonds cumula- 
tively attractive, or will this tendency 
be long delayed, thus rendering the cost 
of their low current income such as to 
make it advisable to defer purchases? 

Since all of these bonds are listed, it 
pays to consider the present average 
Yield to maturity of listed railroad 
bonds of the highest class. These long- 
erm obligations average about 4.60%. 
This is the average rate for all cou- 
pons, including such bonds as are held 
down in price by fear of refunding at 
4 lower coupon rate. Weighting such 

nds we can safely place the average 
at no less than 4.65%. On the “cream” 

(Please turn to page 620) 
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M-E-T, P. L. 5s, 1962 (b).. 

Missouri Pac., Ist & Ref. 6s, 1949.(a).. 

N. Y., 0. & W., Ref. 4s, 1992 be 

Rutland, Ist 4%s, 1941 

San Antonio & Aransas 
Ist 4s, 1943 

Western Pacific, Ist 5s, 1946 


PUBLIC UTILITIES 


Am. W. W. & Elec, Coll. 5s, 1934..(b).. 
Commonwealth Power, 6s, 1947....(b).. 
Hudson & Manhattan, Ref. 5s. 1957.(b).. 


wren ~~ oa 
OCSORROMHAARS 


Pass. 


“ 
5 


New York Dock, Ist 4s, 1951 ve 
New York Edison, Ist 6%s, 1941..(a).. 
Ohio Pub. Ser., Ist & Ref. 7s, '47..(b).. 
United Fuel Gas, Ist 6s, 1936 

Western Union, 6%s, 1936 


INDUSTRIALS 


Am. Smelting & Ref., 6s, 1947....(a).. 

Anaconda, Ist 6s, 195 (a 

Bethlehem Steel, P. M. 5s, 1936... 

Central Steel, Ist 8s, 1941 (b) 
F., Co., Ist 6%s, 

7 (a).. 
Hershey Choc., Ist Coll. 5%4s, 1940.(a).. 
Int. Paper, Ist 5s, 1947 pa 
Sinclair Pipe Line, 8S. F. 5s, 1942.(a).. 
So. Porto Rico, 1st Coll. 7s, 1941..(a).. 
U. S. Rubber, Ist 5s, 1947 ; 
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Bonds for Appreciation of Principal Primarily 


RAILROADS 


Chicago Gt. Western, Ist 4s, 1959. 
Central New England, Ist 4s, 1961. 
Erie, Gen. Lien 4s, 1996 a 
Int. Gt. Northern, Ist 6s, 1952....(b).. 
Mo. Pacific, Gen. 4s, 1975 a).. 
Rock Is,, Ark. & La. Ist 4%s, ’34..(b).. 
Spokane Int’nal, Ist 5s, 1955 i 
Western Md., Ist 4s, 1952 


PUBLIC UTILITIES 
Brooklyn-Manhattan Tr., 6s, 1968..(b).. 
Indiana Nat. Gas. Ref. 5s, 1936.... a 
Manhattan Ry., Cons, 4s, 1990 
Market St. Ry. Ist 7s, 1940 
Montreal Tramways, Gen. & Ref. 

5s, 1955 . (b) 
N. Y. & Richmo-¢ Cas, Ist 
1951 


Pp Paw ew 
MmOHDORA 


INDUSTRIALS 
Aiax Rubber Ist 8s, 1936 
Col. Industrial Ist Gtd. 5s, 1934... 
— Coal, Ist & Ref. 5s, 
5 


Commercial Credit. Coll. 514s, 1935.(a).. 
Revublic Iron & Steel, Ref. & Gen. 
544s, 1958 ( 


DEBENTURES 
Am, Chain, S. F. Deb. 6s, 1933....(a).. 6. 
Am. Type Founders, Deb. 63, 1940. ey 5. 
Ligget & Myers, Deb. 7s, 1944.... bs 13. 
Sun Oil, Deb. 544s, 1939 9. 


HOTK Cp 


0.2 
91.6 


219.9 


“2.8 


HOM EROS 


2.23 
1,16 


2.52 
2.74 


4.48 


6.84 
5.88 
3.990 


68% 


101% 

103% 
90 
81% 
93 
95% 


101 
105 
123 
100 


ARAMA HNN D 
OCOVIwDADDWw 
PBDBOBOHK OG 


9 
5.50 


Note—All bends in $1,000 denominations, except (a) lowest denomination $500, (b) $100. 


Earnings are cn five-year basis unless shorter basis is only one available. 


are assumed, earnings of guarantor company are given. 
Y—Recent earnings about $2.16. Z—lInterest 


X—Guaranteed by proprietary companies. 
only guaranteed by Canadian Pacific, 
Stock Exchange. 


C—Listed N. Y. Curb market. 


Where bonds 


All others on N. Y. 


Note: Buff. R. & P. Con. 4%s, 1957, have risen to a quotation where they are no longer 
attractive. Ogdensburg & Lake Champlain, Ist 4s, 1948, have been substituted. 









































Opportunities () vee a period of 
years, stocks de- 
for Profit cline nearly as 


many points as they advance; so that 
the trader who cannot bring himself to 
sell short misses about half the oppor- 
tunities for profit. Although the pro- 
fessional trader prides himself upon 
his ability to trade on both sides of the 
market, his mental bias actually leans 
toward the short side. There are sev- 
eral good reasons for this. When prices 
do go down, they fall much more rapid- 
ly than when they advance in a bull 
market. 

If you are right in your position, 
profits are much quicker on the short 
side than on the long side. Acci- 
dents, such as cataclysms of nature and 
other acts of God, favor the short side 
and so leave the trader less anxious 
about remaining short overnight than 
remaining long. Then again, brokers 
will usually accept smaller margins on 
short trades than on long, and there 
are no interest charges to eat into 
profit. 

On very large and active accounts 
the broker can even afford to credit to 
the customer whatever interest may be 
collected from parties who loan him the 
stock. On the other hand, there is a 
bottom below which prices cannot de- 
cline, even allowing for possible assess- 
ments, whereas, theoretically, there is 
no limit to the possible top. The bear, 
in a rapidly advancing market, always 
has before him the bogie of a corner. 
He remembers when Northern Pacific 
climbed from 300 to 1,000; Bethlehem 
Steel from 30 to 1,000; and the Stutz 
corner, and Piggley Wiggley, and sev- 
eral other painful episodes in which 
bear pelts were nailed to the post. Of 
course, corners are exceedingly rare oc- 
currences—are in fact prohibited by 
the Stock Exchange—and Northern 
Pacific and Bethlehem Steel were not 
real corners; but the fact remains that 
spires are taller than cellars are deep, 
so that a short seller must take care 
to limit his losses just as carefully as 
the Bull does. This is only a matter of 
common sense and only a tyro would 
run counter to this teaching. 
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Part IV. The Technique of 


Manipulation (Continued) 


A Series of Articles for Investors by JOHN DURAND 


Effect Upon Where stock is 

; carried on margin 
Floating Supply a broker is com- 
pelled by law to obtain the customer’s 
written consent before pledging his 
stock as collateral for a loan, whether 
at a bank or through the process of 
loaning stock to short sellers. At the 
time of opening an account, it is usual 
for the customer to give the broker 
blanket permission to so pledge any 
stock he may subsequently carry on 
margin; for one could scarcely expect 
the broker to use all his working capi- 
tal in carrying a few customers. To 
do so would compel the broker to charge 
much higher commissions to meet his 
heavy expenses. 

. But a pool will frequently make spe- 
cial arrangements with its brokers 
whereby its stock can be loaned to short 
sellers only at the pool manager’s dis- 
cretion. The reason for this becomes 





apparent when one considers the effect’ 


that short selling has upon the floating 
supply. 

Suppose there are 600,000 shares of 
Consolidated Electric outstanding: 300,- 
000 shares of which are held for con- 
trol; 150,000 owned outright by in- 
vestors; and the remaining 150,000 
carried by speculators, on margin. We 
had reached the point in our preceding 
section (see last issue) where 20,000 
shares of this floating supply had been 
tied up by calls and 100,000 had been 
accumulated by the bull pool, leaving 
an effective floating supply of only 30,- 
000 shares. -Now suppose 30,000 shares 
are sold short—by the pool or by out- 
siders. 

In order to deliver this stock to the 
new bulls who have bought it, it is 
necessary to go out and borrow 30,000 
shares. If the pool’s brokers refuse to 
loan any stock that the pool is carry- 
ing it will be necessary to borrow the 
entire available floating supply, which 
may be scattered among small specu- 
lators all over the country. This would 
obviously be impossible and the short 
sellers would soon find themselves faced 
with such high premiums that they 
would be forced to bid the stock up, in 
their efforts to cover and get out of the 
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impasse, paying almost any price the 
pool chose to demand. This would 
amount to a corner and immediately 
start an investigation by the Exchange 
authorities. So the pool would find it 
expedient to loan enough of its own 
stock to keep the loaning rate near nor- 
mal, and avoid “squeezing” the shorts 
to the point of forcing them to bid up 
the price too violently. If the pool 
should offer to loan all the stock wanted 
by short sellers, the effect of selling 
30,000 shares short would be to double 
the effective floating supply; for the 
30,000 shares sold by the “bears” is ob- 
viously bought by “bulls” and carried 
as long stock, in addition to the origi- 
nal floating supply of 30,000 shares. 

A bull pool likes to have a fair-sized 
short following from the time accumu- 
lation has ended up to the time it has 
succeeded in distributing its line; for a 
short interest is ever a potential source 
of strength. The Wall Street bear is 
a timid animal, and easily frightened 
into climbing for stock. He is usually 
a professional (for 95% of the public 
are bulls) and quick to run when the 
market turns a little against him in 
either direction. Knowing the ways of 
pools, he is ever fearful of being 
squeezed. The scattered public follow- 
ing on the short side is even more timid, 
though not so agile in cutting losses 
short, for it never feels quite at home 
among bear company. 

Against the more stubborn bears the 
pool always holds in reserve a well nigh 
impregnable weapon—the power to de 
mand the return of stock it has loaned, 
for the loan of stock to short sellers 8 
a demand loan that may be called of 
by either side at will. When demand is 
made for the return of stock, the short 
seller must manage somehow to bor 
row it elsewhere, or cover his stock in 
the open market. When a stock be 
comes very scarce in the loan crowd 
so many shorts may be frightened into 
bidding for stock that the price wil 
climb upward at terrific speed, with big 
fractions or points between sales. | ' 
Street calls this a “Bear Panic.’ I 
caught at such a time, the short seller 
is likely to face serious losses. 
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The Marking We left our bull 
—— pool in Consolidated 
Up Stage Electric at the point 
where it had completed its accumula- 
tin of 100,000 shares, at an average 
price of 96. The last 50,000 was ob- 
tained under, some difficulties, among 
which we neglected to mention that the 
company came out, during the process 
of accumulation, with an announce- 
ment that 1% extra would be dis- 
tributed with the next regular divi- 
dend. The directors merely stated, by 
way of explanation, that the company’s 
cash position, in their opinion, war- 
ranted such action at this time. From 
point Y, in our graph, where accumu- 
lation was completed, to point E, where 
the stock is to sell ex-dividend, only 
two weeks intervene. Evidently quick 
work must be done if our pool is to 
cash in its profits at the psychological 
moment. 

Before proceeding further, it would 
be an interesting experiment for the 
reader to cover up all of the graph to 
the right of point D and fix his atten- 
tio upon the price formation between 
Cand D. Noting how the tops show 
a tendency to “dome over,” let him 
ask himself this question: “Does the 
formation indicate distribution, or 
merely letting the public get off?” In 
the installment, on “Tape Reading,” we 
shall draw attention to several points 
on this graph that would enable one to 
detect the accumulation in progress, 
perhaps you can reason these out now 
from the description we have already 
given of this process; but we must rest 
content at this point with remarking 
that the low on each reaction is higher 
than the low of the preceding reaction. 
The tops dome over, but the bottoms 
do not. 

The pool manager’s objective is now 
not only to mark the price up to a point 
where his ,»urchases for pool account 





can be distributed at a profit, but he 
has also keenly in mind the prospect 
of making his own calls valuable. Un- 
der the conditions we have assumed 
this is not a difficult feat; but, in order 
to convey a clear conception of the 
process, we shall have our manipulator 
resort to a number of superfluous 
devices which are used under other con- 
ditions, although not necessarily in the 
order in which they are here presented. 
In the war bride market of 1915-16, 
for instance, almost no manipulation 
was needed to put prices up; it was 
quite evident to all that the huge war 
orders meant big profits for all cor- 
porations receiving them, and every- 
one was making so much money that 
they had to buy stocks—there were al- 
ways more buyers than sellers, and 
stocks could go only one way, up, with- 
out resort to inside stimulation. It was 
said, in fact, that the public made more 
money in that market than the insiders, 
who frequently sold out too soon, only 
to buy back their own stocks at higher 
prices. 

Having reduced the market to a sold- 
out condition, the pool manager has the 
price bid up sharply a few points, and 
then distributes stop orders among 


four or five brokerage houses to buy 


on a scale up, beginning with a frac- 
tion above the high point previously 
reached on the movement. This gives 
the impression of an outside short in- 
terest that is growing uneasy over the 
stock’s continued strength, and greatly 
tempts the floor traders to go gunning 
for these and other stop orders that 
may be on the specialists’ books above 
the market. 

The manipulator may then mention 
to some friendly floor trader, in con- 
fidence, that he is interested in Con- 
solidated Electric. This is real news, 
for the manipulator’s name is one to 
conjure with. Floor traders are quite 


as eager for tips as the public, and 
the report is soon spread to brokers’ 
customers that the Big Manipulator is 
on the job in Consolidated Electric. 

Sometimes the manipulator considers 
it good strategy to distribute calls 
above the market here and there among 
customer’s men in the big brokerage 
houses, and perhaps to the specialist. 
It is well to have the stock talked about 
now, for the time will soon come when 
a big following will be needed. At 
this juncture, brokers for the pool may 
let a few favored customers in confi- 
dentially. This is real inside informa- 
tion; but the flaw here, as with most 
inside information, is that the customer 
will not be notified when thé pool is 
ready to unload. After it is all over, 
and prices are down, he may learn that 
the pool has wound up its affairs. 

All the rumors and tips, along with 
the stock’s activity at rising prices, 
bring in public buying in sufficient 
quantity to enable the pool to feed out 
a little stock on the way up under the 
guise of short selling. If the price 
reacts, the manager can render fresh 
support to his stock by covering the 
short sales, and thereby acquire no 
stock or balance. If the price continues 
to advance, he can make delivery on 
his short contracts by taking up part 
of his calls, thereby taking profit on 
part of his own stock. 

When the public interest begins to 
flag, the manipulator may distribute 
moderate scale order buying orders on 
the way up, among several prominent 
brokerage houses—preferably those 
that are known to act for insiders and 


































for his own personal trades. This cre- 


ates the impression of “good buying,” 
and stimulates interest among the floor 
traders, with renewed activity and a 
further rise in the price. 
As the pool actually has absorbed a 
(Please turn to page 619) 
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Thumb Nail Sketches 
of : 
Fifteen Attractive Common Stocks 


I—Bucyrus Company 





An Organization With a 


Remarkable Record 


HOUGH but five years less than a half-century old, 

Bucyrus is still known only to a relatively limited 

circle of investors. Those who have followed the 
fortunes of the common shares “over-the-counter” or in 
the New York Curb Market, however, recognize the com- 
pany as one that has made exceptional progress. 

“The Bucyrus Company,” originally a maker of railroad 
construction machinery, was born under another name— 
“Bucyrus Foundry & Machinery Co.”—in 1881. Following 
reorganization fifteen years ago, the latter title was still 
further shortened to the present style “Bucyrus Company.” 
Little information is available concerning the company’s 
early history and the shares were comparatively obscure 
even as late as 1919. In that year they might have been 
purchased anywhere between $12 and $35. Not so many 
weeks ago these same shares sold above $330. 

The story of Bucyrus’ remarkable advance in recent 
years is simply one of excellent management, aided by the 
workings of a strong economic trend. Demand for labor- 
saving machinery is well nigh universal. Bucyrus sup- 
plies this demand in the field of major engineering projects 
with a well diversified line of products which includes 
‘hydraulic and elevator dredges; steam, electric and oil 
shovels; railroad wrecking cranes and the like. 

The advance in market value of the common shares has 
run concurrently with an impressive expansion in earning 
power and financial strength. Profit and loss surplus, 
which stood at 3.11 millions in 1920, had increased to 5.60 
millions at the close of 1925. During this same _ period, 
working capital rose from 3.82 to 5.49 million dollars. 

Owing to the irregularity and low rate of earning power 
prior to 1916, a considerable arrearage of preferred divi- 
dends had accumulated, but this was all cleared up early 
last year. Subsequently, common dividends were inaugu- 
rated. Only $3.75 a share was paid in 1925, but the rate 
has recently been increased to $7 regular and extras of $2 
a share were paid in the first two quarters of 1926. 

The common will probably appeal to a limited class of 
spec-vestors owing to its price, but at current levels, 
around 226, it has receded materially from the year’s peak, 
and again seems attractive as a long pull commitment. 
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2—American Car and Foundry Co. 





Car Foundry Bulwarks 
Its Position 


MERICAN Car and Foundry belongs to that group 

of industrials—the equipment companies—whose 

business is intermittently prosperous and depressed. 
In the past year or more, depression has ruled. The equip- 
ment makers have caused their shareholders no little con- 
cern for operations have been far from profitable. Car 
Foundry has not been one of these for it has turned excess 
earnings of other years to excellent account. 

It has long been known that the company owned a sub- 
stantial stock interest in American Locomotive and hence 
was indirectly interested in the locomotive branch of the 
industry as well as the car building field. It is to be ob- 
served, therefore, that American Locomotive’s merger with 
Railway Steel Spring, recently completed, has indirectly 
strengthened Car Foundry as well as the two companies 
directly concerned. 

While the company’s interest in American Locomotive 
gives it entré to the locomotive industry through one of 
its leading representatives, it also permits participation 
in whatever advances may be made by this company in the 
development of railroad motive power, notably in the Die- 
sel engine field. But Car Foundry has not been slow to 
other opportunities, aided by abundant working capital. 

Its scope of operations was materially broadened last 
year through acquisiton of the Hall-Scott Motor Car Co., 
J. G. Brill Co. and Fageol Motors Co. Control of these 
concerns has opened the way for American Car and Foun- 
dry’s development in the growing motor bus field, and is 
an assurance that it. will keep abreast of economic ten- 
dencies in this direction also. 

It is evident, therefore, that Car Foundry has attained 
a dominating position in the equipment business. The 
diversity of its interests, moreover, should have a stabiliz- 
ing effect upon earnings, which have already shown 2 
gratifying measure of resistance to depressionary influ- 
ences. The current $6 dividend is protected by a three- 
year dividend reserve of 10.8 million dollars which has re- 
mained untouched since it was established in 1918. Con- 
sidering the long range possibilities inherent in the greater 
American Car and Foundry, the common stock is an at- 
tractive holding at prevailing prices, around 99. 
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3—Abitibi Power & Paper Co., Ltd. are 





Canadian Paper Company’s 
Dividend Prospects 








MONG stocks that have 
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: ~ not yet worn off the 
Five Yeat newness of their listing 
Showing upon the New York Stock 
eo ee = exchange, Abitibi still holds a 
© neces aan Ciera place. Though it came to the 
1921 $11.07 | $1.00 Big Board more than a year 
1922 7.25.00 ago, the common stock of this 

| 1923 9.59 4.00 cumpany does not seem to 
fl. have been adequately recog- 
= ae Ba. ae nized by investors, except for 
a brief rise to 84 last April. 








Rumors of a merger with 
Spanish River Pulp & Paper Mills were largely responsible 
for this flash. 

Primarily, Abitibi is a paper manufacturer. As such it 
is one of the largest in the Dominion of Canada. The com- 
pany’s principal business is in newsprint. Like its better 
known (to American investors) contemporary, Interna- 
tional Paper, Abitibi owns or controls valuable water power 
sites, though they are not nearly so extensive as Inter- 
national’s. Nevertheless, the company is something of a 
public utility enterprise in its own way for it derives a 
fair revenue from the sale of electrical energy. 

It was formed in 1914 to acquire and develop water 
power on the Abitibi River in the Temiskaming District of 
Northern Ontario. Through leases from the Provincial. 
Government, it controls 53,000 net continuous horsepower 
of which some 30,000 are now being utilized. In addition, 
similar leases give Abitibi access to a solid block of pulp- 
wood lands adjacent to its producing plants. These lands 
embrace 1 million acres. The plants, however, are favor- 
ably situated since they are tributary to a forest area 
of 6,000 square miles of timber lands containing a vast. 
storehouse of spruce, poplar and other paper-making 
trees. This tract constitutes one of the most important 
virgin forests in North America. 

The company’s situation in respect to the market for its 
product is also quite favorable. The plants are well located 
in relation to the Middle West. Freight rates to Nebraska, 
Ohio, Louisiana, Texas and other states which comprise the 
area of distribution, are reasonable and enable Abitibi to 
reach its customers on the same terms as its eastern 
competitors. A subsidiary, the Abitibi Transportation & 
Navigation Co., owns 16 miles of standard gauge railroad 
which connects the properties at Iroquois Falls with the 
Temiskaming & Northern Ontario and Canadian National 
railroads. 

How well the company has turned its advantages to ac- 
count is exemplified by a consistently good earnings record. 
Despite the difficulties of many other paper manufacturers, 
Abitibi has shown a minimum balance of $7.25 a share for 
Its 250,000 shares of common stock during the past six 
years. The maximum in this period was $14.71 a share 
while net profits were $11.07 in 1925. The common is 


preceded by 1 million dollars of 7% preferred and 9.63 


millions bonded debt. Financial position 






4—Youngstown Sheet & Tube Company 





Steel Company Could Pay 
Larger Dividend 


HOUGH it has less than one-seventh the annual rated 
T ingot capacity of U. S. Steel and not half that of 
Youngstown surpasses its great com- 
petitors in several respects. Its earnings of $12.38 a share 
for the common stock in 1925 compare with $12.86 for the 
former and $5.30 for the latter. In terms of per cent 
earned on total capitalization, including surplus, the com- 
pany made a much better showing. In fact, no other of the 
all around producers approached the 6.28% figure registered 
by Youngstown, and only Crucible, among the leading com- 
panies, was able to overtop its earnings of 4.10% per ton 
of ingot capacity. 

It cone ptm from this that Youngstown had directed 
its efforts at steel making along very efficient lines and that 
expansion in recent years had not deprived it of any ma- 
terial earning power nor strained its effectiveness as a profit 


Bethlehem, 


maker. 
Youngstown’s earnings record is exceptionally good for 


a steel producer, for while it has shown the variation com- 
mon to the business, the company has operated more profit- 
ably, on the whole, than many of its competitors. The 
notable depression year, 1921, brought a deficit and not a 
very large one at that, the total loss being $167,401. With 
this exception, profits have been shown in every one of the: 
last thirteen years. 

Despite its excellent earnings record, the company has 
been outstandingly conservative in the matter of dividend 
payments. Disbursements to common shareholders have 
always been well within its capacity. This laudable policy 
has been dictated largely by the desire to maintain the com- 
pany’s rank among steel makers and admit of expansion 
and improvements without the aid of too much outside 
capital. 

Its trade position was considerably strengthened by ab- 
sorption of the Brier Hill Steel Company early in 1923, and, 
a few months later, acquisition of the Steel & Tube Com- 
pany of America. By virtue of these additions to existing 
facilities, the company secured a broader geographical dis- 
tribution of its plants with attendant benefits. That is to 
say, productive capacity was brought closer to the principal 
markets with a resultant saving in costs of distribution. 
A desired diversification of output was also realized through 
these mergers since Youngstown was originally something 
of a specialist in tubular products in which line it is still 
the largest independent producer. 

Youngstown has shared in the steel industry’s 1926 pros- 
perity to the full as shown by net earnings of $3.60 a share 
for the common stock in the first quarter compared with 
$3.48 a year ago. Working capital at the close of 1925 
stood at. 65.60 million dollars of which 14.14 millions were 
cash and marketable securities. 

In view of current earnings and the strong financial posi- 
tion, it is not unreasonable to anticipate a more liberal divi- 
dend than the current $4 rate before the year is out. Ac- 
cordingly, the common at 80 seems attractive.from the view- 
point of probable price appreciation. 
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teresting to note, in this connection, that 

while net earnings available for common Youngstown’s Expansion in Five Years 

dividends have totaled $69.06 a share dur- 

ing the period 1919-1925, only $22.50 have Earned Di 
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5—Underwood Typewriter Co., Inc. 





An Unusual Record 
of Stability 


few industrial organizations that passed through 1921 
without reporting a deficit. The present company 
was organized in 1910, and in every year since dividends 
on the common stock have continued without interruption. 
Capitalization consists of 35,000 shares 7% cumulative 
preferred, $100 par, and 400,000 shares common, $25 par. 
There is no funded debt. The old $100 common stock was 
split up on a four for one basis in 1923. Very large pro- 
fits were rolled up during the war accompanied by substan- 
tial extra dividends. In fact, although earnings have been 
uniformly satisfactory, it was not until last year that the 
company succeeded in duplicating and even surpassing the 
net income derived in 1919, the previous high record. Pro- 
duction and domestic sales of typewriters in 1925 were the 
largest in Underwood’s history. This was all the more 
noteworthy in view of the remarkable comeback which has 
been staged by the company’s principal competitor, Rem- 
ington Typewriter. 

After the reduction in par value, the common was placed 
on a $3 annual dividend basis, which was maintained as 
the regular rate until April last, when it was increased to 
$4. A dividend of $4 was disbursed in 1925, but the addi- 
tional one dollar in that year took the form of an extra. 

The March quarter is generally the most prosperous of 
the year. In the first three months of 1926 Underwood 
showed $1.96 per share as against $2.31 in the correspond- 
ing period of the previous year. Whether the decline has 
any significance in face of a considerable increase in the 
first quarter reported by Remington, it is too early to 
determine. Exports have constituted a fair portion of 
Remington’s growth in business, and while it is possible 
that some inroads have been made into Underwood’s do- 
mestic sales, at the same time, an important factor in Un- 
derwood’s success has been its policy of always keeping 
abreast with the times, and is seems doubtful that con- 
ditions will arise to impair such a well established trac 
position. 

The products of the company include a “Standard 
Portable Typewriter,” a “Quiet Typewriter” 
in which the working parts have been enclosed, 
and a sound-proof cabinet that my be used in 
conjunction with the regular Standard Under- 
wood Typewriter, Bookkeeping Machines are 


| resowents Typewriter is one of the comparatively 






6—Associated Dry Goods Corp. 





A Strongly Entrenched 
Retail Enterprise 


LTHOUGH returning a yield of less than 6%, the 
common stock of this company presents many inter- 
esting features, and is well worth the attention of 
those who place solid values ahead of immediate income. 

This holding company, with a 100% stock ownership in 
seven large dry goods stores in six important cities, and 
an 85% interest in Lord & Taylor, New York, has never 
reported a loss since organization in 1916, even during the 
post-war deflation. Profits of the wholly owned stores have 
shown a steady gain year by year since 1920. The record 
of Lord & Taylor, while not published in detail, is no less 
favorable. Only dividends actually paid are included in 
Associated’s income statement, but this affiliated concern 
has succeeded in liquidating all arrears in its preferred 
dividends, and in 1925 carried to surplus an amount equal 
to approximately one dollar per share on the common stock 
of the holding company. 

The securities of the wholly owned stores are carried 
at 26.7 millions. This figure is based on net tangible assets 
only, no goodwill or other similar items being included. 
Hahne & Co. of Newark, New Jersey, is given the largest 
valuation of the seven. Next comes James McCreery and 
Co. in New York City. These are carried at 7.4 millions and 
6.6 millions, respectively. The others range considerably 
lower. Profits of the seven stores in 1925 aggregated about 
4.1 millions, which represents approximately 15% earned on 
the tangible assets. Lord & Taylor has outstanding securi- 
ties with a total par value of about 7.3 millions. Net in- 
come in 1925 amounted to nearly 1.3 millions, or about 18% 
on par value. 

Associated has two issues of preferred stock totaling a 
little over 200,000 shares, and representing the only capital 
obligations ahead of the 594,400 shares of no-par common. 
The latter were the result of a four-for-one splitup of the 
old $100 par common. Whereas $5 a share had been dis- 
bursed on the old stock, the rate in effect was doubled 
upon the establishment of the new shares on a $2.50 annual 
basis. 

Present dividends are well within the earning power of 
the company. It has always been the policy to retain in 
the business approximately one dollar for each dollar dis- 
tributed to stockholders. The benefits of such a policy 
were well exemplified in the sensational advance in the 
old stock during the bull market of 1924-1925. Earnings 
have exceeded $4 a share on the new stock in each year 
since 1921. Last year’s figure was $4.73. 

Some slowing-up in retail trade, in conjunction with the 
general decline in stock prices, has made the common 
available some twenty points under its peak level. At 42 
it is about five points above the low for the current year, 
and appraised at nine times its recent earning power. This 
cannot be regarded ag at all excessive for a company en- 
joying recognized stability, ample finances, and sound man- 
agement. It is not reasonable to look for a repetition of 
the spectacular advances of the last two years, but the 
stock should, nevertheless, give a good account of itself. 
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earnings demonstrated, and the current wholly 
satisfactory margin which is being earned over 
dividend requirements. 
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7Central Aguirre Sugar Co. - Ware Moror's GRowTH 


MILLIONS 
}OF DOLLARS 





Porto Rican Sugar Stock’s S 
Interesting Position 


greater advantage for speculative purposes when con- 

ditions surrounding the issuing company are most 
mfavorable but on the verge of turning for the better. 
Speculation in such issues requires a good deal of patience SURPLUS 
at times and a willingness not only to recognize, but also 
assume, risk. 

Central Aguirre appears to be a case in point. While 
the company earned its dividend by a substantial margin in 
the last fiscal year, it is doubtful that results in the current 
twelve months will be satisfactory. The company has re- . 
ceived a lower price for its output as a natural outcome of 8—White Motor Co. 
depression in the sugar industry. However, this is a lesser : 
consideration than the reduction in output. Production in ’ [mportant Factor in 
the past season has fallen considerably below expectations. P 

Unfavorable weather conditions caused a lowering of a Growing Industry 
sugar yield despite a gain in actual tonnage per acre planted 
so that the season’s output may fall 20,000 to 25,000 tons HIS company has for some years confined its activities 
short of the 1924-1925 showing. T to the manufacture and sale of commercial vehicles. 

Uncertainty in respect to maintenance of the current $6 It was among the first to see the possibilities of the 
dividend, accordingly, constitutes the principal element of passenger bus, a line which, with medium weight trucks, 
risk involved in immediate purchases of Central Aguirre now shares the greater part of the business. 

Sugar. Offsetting this, however, is the fact that, despite In spite of marked expansion in volume of business in 
wide variations in earning power which the company’s an- _the last six years, the capital structure underwent no 
nual reports disclose, it has been. able to show substantial change whatever until a few months ago. Only one class 
balances for its capital stock in other years. Even in 1921, of stock is outstanding. Share capitalization, which for 
for example, net profits were $4.45 a share for the 3.6 million a long period stood at 500,000 shares, was increased to 
dollars of $20 par value common stock, the company’s only 800,000 early in the year through the medium of a 20% 
capital obligation and dividends have been interrupted in  gtock dividend and the sale of 200,000 additional shares. 
only two of the past seventeen years. The funds thus raised are to be employed in expanding 

Shareholders, in fact, have fared very well in respect to the business to meet the ever-growing demand for trucks 
such disbursements, taking the average payment over a and buses. 
series of years. Thus, dividends on the old $100 par value Sales last year were 57.7 millions against 30.3 millions 
shares varied between 6% and 60% in the period between in 1921, the number of units sold increasing from 6,727 
1909 and 1920, with no payments in 1913 and 1914. In 1920, to 11,938. Earnings last year were equivalent to $10.11 
five new shares were issued for one old and dividends of a share on 500,000 shares. From 1922 to 1925 inclusive, 
$14 a share paid, followed by a 20% stock dividend in 1925 the average was $9.94, and in no case did they fall below 
and other cash disbursements as shown in the table below. $7.50. The dividend rate has remained throughout at $4 

As a Porto Rican producer, Central Aguirre enjoys ad- per annum, and is still in effect on the increased capital- 
vantages not possessed by the Cuban companies. Freedom ization. On the basis of the present shares outstanding, 
from imposition of duties on sugar imported from Porto 1925 income would have worked out to $6.32 per share, 
Rico is a material aid. It is doubtful that the experience still a fair margin over dividend requirements, but natur- 
of another short crop will be repeated but of greater im- ally this takes no account of the additional profits to be 
portance at present is the action of Cuba in seeking to expected from the expenditure of the proceeds of the 
remedy low prices through a severe tax on production in stock sale. 
excess of a fixed amount. The limitation of output which A company so well equipped financially and physically 
is expected to result will doubtless redound in greater benefit as White Motor can hardly fail to benefit materially from 
to companies like Central Aguirre than to the Cuban con- the inevitable growth in the demand for trucks and buses. 
cerns since production of the former will not be restricted However, the increase in business up to date, while satis- 
and they stand to profit fully from probable stabilization factory, has not quite measured up to that of Mack Trucks, 
of prices. the principal competitor. This is, no doubt, due in part 

Whether or not its dividend policy is changed, therefore, to the fact that White has heretofore adhered to a policy 
Central Aguirre common has interesting speculative possi- of conservatism. Recent developments, however, especially 
bilities. The shares are worth watching for opportunities the increase in capital at this time, seem to indicate a bid 
fo purchase on recessions from the current over-the-counter to regain supremacy in the field. However successful such 
Price around 80. an attempt may be, with the expert management of White, 

it should at least be rewarded by a substantial 
LS, upturn in volume of business. 

° 9 ° Selling on the deferred payment plan has as- 
Central Aguirre Sugar s P roduction sumed such large proportions that the company 
and Earnings decided the business of financing such operations 
could be conducted more efficiently by a separate 
+Tons Sugar Total Net -—Earned Divs.— subsidiary corporation. Title to various properties 
Produced Income Income _ per Share on Common throughout the country rests in another subsidiary, 
$17,560,320 $9,178,491 $16.24 $16 to which White pays rental. All profits s6 accru- 
5,601.878 667,137 4.45 7% ing revert, however, to the parent concern through 
4,421,497 751.838 501 ¢ ownership of the entire subsidiary common stock. 
6,503,730 3,398,975 16.99 7 This procedure enables these side activities to be 
5.062.055 1,048,105 3.00 ; conducted with no danger of impairing the work- 

6,010,939 1,457,385 071 76 7“ — cn pee 4 _— business. 
é current price o e stock around 57 offers 

Years ended July 81. Production for season. +Also 20% in stock. ample room for enhancement in market value pe 


———————— | the next few years. 
for JULY 17, 1926 , ‘587 
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9—Libby-Owens Sheet Glass Co. 





A World-Wide Business Protected 
By. Patents 


in 1916, production was not inaugurated until 1919. 

Earnings on the common stock increased from $1.60 
in the first year of operations to the peak of $14.47 in 1928. 
In 1924 and 1925, $9.98 and $8.52 were reported. The fall- 
ing off has been occasioned partly by weakness in glass 
prices, and partly on account of the fact that the number 
of shares outstanding has been increased through the pay- 
ment of stock dividends. 

The major portion of the distribution to stockholders has 
been in the form of stock dividends. Cash payments have 
been conservative in order that ample funds might be re- 
tained in the business to provide for expansion. In the 
seven years of operation, no less than 10 millions have re- 
mained undistributed. 

Reported earnings, moreover, do not tell the whole story, 
otherwise it would be difficult to justify a price above 130, 
especially as the regular cash dividend rate is only $2 per 
annum with extras from time to time. Liberal deductions 
have been made for writing off patents. Patent account, 
which in 1918 amounted to 4.3 millions, is at present $965,- 
000. At this rate the item will be all but eliminated by the 
close of the year, and the large revenues derived through 
control of patents will represent a clear gain to the business. 

Expansion from earnings is reflected in an increase in 
plant account from 1.4 millions in 1919 to over 9 millions 
last year. Profit and loss in the same period has grown 
from less than half a million to 5.6 millions. 

The manner in which surplus earnings have been em- 
ployed in building up a strong liquid position is readily 
appreciated upon examination of the substantial yearly 
increases in net working capital. This item at the close of 
1925 stood in excess of 5 millions, nine times the amount 
recorded three years earlier. The sale of 2 millions addi- 
tional preferred stock in 1923 accounts for less than half 
of this growth. The balance sheet published as of Septem- 
ber 30, 1925, which marks the end of the fiscal year, reveals 
cash and government securities of 4.2 millions. 

The company operates, either directly or through sub- 
sidiaries, several plants in this country. In addition, 
licensees and allied companies are located in Canada, Bel- 
gium, France, Switzerland, Spain, Italy, Germany and 
Japan. The management is affiliated with that of the 
Owens Bottle Co., the concern controlling the Owens 
automatic bottle machine which has revolutionized the 
manufacture of glass bottles. Libbey-Owens controls the 
Colburn process for the manufacture of all kinds of sheet 
glass by drawing the material directly from furnaces with- 
out the aid of blowing. The mass production thereby made 
possible has opened up almost unlimited potentialities. 

The market for Libbey-Owens stock is over-the-counter 
and on the New York Curb. Although unattractive from 
a yield standpoint and subject to sizable intermediate fluc- 
tuations, the common around 135, from the point of view 
of a long term holding, has good prospects. 


Lippy OWENS GROWING SURPLUS 


Ts company has had a meteoric career. Organized 





_ the past five years. 











10—Reid Ice Cream Corp. 





A Promising Company in a 
New Industry 


ITHIN very 

recent years, 

there has de- 
veloped a marked ten- 
dency toward con- 
centration among in- 
dustries which were 
formerly represented 
by scattered, closely 
held and_ relatively 
small manufacturing 
units. The ice cream 
business, for example, 
was wholly unknown 
to the rank and file Net Sales Net Income 
of investors prior to (Millions of Dollars) 
1923. Reid’s listing , $0.85 
on the N. Y. Stock 
Exchange in 1925 fol- wend 
lowed the invasion of 0.98 
large scale organiza- ’ 1.26 
tions in the ice cream 
industry and organ- 
ization for public 
participation of an 
enterprise founded, very modestly, forty-two years ago. 

Operations have been profitable in each of the years 
since the business was founded and the enterprise has 
grown with the territory served. Its founders started 
with an initial investment of $20,000. This investment 
gradually. grew until the modern corporation was evolved 
in 1924 as a consolidation of two companies operating in 
New York City, Brooklyn, Connecticut and northern New 
Jersey. Growth has been especially pronounced during 
Manufacturing capacity has trebled 
and net sales have mounted progressively from 5.19 million 
dollars in 1920 to 7.57 millions in 1925. 

The company: has gradually increased its radius of dis- 
tribution and late last year opened a new branch in Phila- 
delphia which carried its territory considerably further to 
the southward than heretofore. It now serves the populous 
areas embraced by the cities of New York and Brooklyn, 
as well as Long Island, Westchester County N. Y., all of 
New Jersey and southern Connecticut. Much of this ex- 
pansion in operations has been financed out of earnings. 

The major share of gross revenues are derived from 
the manufacture and distribution of ice cream which is 
sold to confectionery stores, restaurants, drug stores and 
the like. Concerns such as Woolworth, Happiness Candy 
and National Drug Stores are numbered among the prin- 
cipal consumers. The sale of milk and cream is an im- 
portant item, however, these products being distributed 
direct to householders by wagon delivery. A minor source 
of revenue is derived from powdered flavors and charlotte 
russes. 

Barring a slump in 1928, due to labor difficulties, net 
earnings have been characterized by marked stability. The 
business is notably immune to trade and industrial depres- 
sion and has practically no inventory problems since much 
the greater percentage of sales is conducted upon a cash 
basis. This last named feature of operations permits con- 
duct of the business with a much smaller working capital 
than would otherwise be required. Ratio of current assets 
to current liabilities was considerably improved last year, 
however, being more than 3 to 1 compared with 1.7 to 1 
at the close of the year preceding. 

Dividends are now being paid at the rate of $3 a share 
on the common stock which is currently quoted around 44, 
With earnings of $5.43 a share in 1924 and $7.36 a share 
in 1925, this rate is, clearly, conservative. In fact, last 
year’s showing, taken in conjunction with prospects for 
continued gains indicate that this issue has promising 
possibilities. 


Reid Ice Cream 


Capitalization 





$2,000,000 
2,202,500 
175,000 shares 





Preferred Stock. . 


Common 
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11—Cluett, Peabody & Co. 


Leading Collar Company’s 
Shares Undervalued 


LUETT manufac- 
C tures handker- 

chiefs, shirts, un- 
derwear and other 
wearing apparel but 
is best known as a 
maker of “Arrow” 
collars. It is the larg- 
est factor in the latter 
field and has so far 
outdistanced its prin- 
cipal competitors that 
it practically enjoys a 
monopoly of the busi- 
62 36 ness. Skillful man- 
agement has been the 
secret of its success, 
obviously. Persistent 
national advertising 
"5 has carried the 
“Arrow” trade name 
70 to all quarters of the 
United States and 
Canada and it is even 
familiarly known in 
other countries where sales offices are maintained. 

Thus, the company has selling agencies in Havana, Cuba; 
Manila, Philippine Islands; San Juan, Porto Rico; and Hong 
Kong, China, as well as in South America and Europe. 

The business is very old, dating back to a partnership 
formed in 1851. A succession of such partnerships was 
followed by organization as a corporate entity in 1901. 
Thereafter, the company continued to grow, absorbing 
others on occasion and enlarging its sphere of activity. 
In February, 1925, absorption of the business and assets 
of Earl & Wilson added three more plants to the company 
chain, two of these being in Troy, N. Y. 

With settlement of the infringement suit brought by 
Phillips-Jones Corp., Cluett paid $795,500 to the latter and 
was granted a license to manufacture two-piece collars 
of the Van Heusen type under a royalty arrangement. 
While this suit might be regarded as a victory for Phillips- 
Jones, the settlement has assured Cluett the right to manu- 
facture and sell this popular semi-soft collar and protect 
itself against competition which might otherwise have 
proved serious. 

That the cash payment referred to did not materially 
affect the company’s financial condition is evident from a 
review of the 1925 balance sheet. At the close of December, 
current liabilities were but $988,150 while current assets 
exceeded 15.04 millions. 

Earnings are more or less variable, as might be expected 
of a company related to the textile industry. Thus, while 
net sales have expanded from 9.64 million dollars in 1909 to 
24.88 in 1925, net income has tended to remain somewhat 
static, in relation to gross, owing to the upward trend of 
production costs. Cluett, however, is favored by relatively 
cheap labor and its position is such that only severe busi- 
hess depressions have reduced profits materially. 

_ Inventory losses in 1921 caused a marked slump in net 
Income which fell to $275,400. After preferred and com- 
mon dividends, there was a total loss of $585,540 in that 


Cluett, Peabody 


Capitalization 
Preferred 
$9,000,000 


Common 192,391 shares 





Earn. per 


Price Range 
Share Com. HE L 








70 43 





76 60 











year. A similar, but much smaller loss, was registered in | 


1920, These unsatisfactory results and a heavy accumula- 
tion of high-priced inventories forced suspension of com- 
mon dividends in. April, 1921, following continuous pay- 
ments since 1914. Disbursements were resumed three years 
ago at the prevailing rate. On its record, therefore, Cluett 
18 evidently well able to show substantial earning power 
under conditions such as now exist. 

At the present time, the common-shares seem consider- 
ably undervalued since, around 64, the $5 dividend nets a 
return of 7.8%. ; 


for JULY 17, 1996 


12—Electric Storage Battery Co. 





A Strong Industrial With An 


Exceptional Record 


EW companies have a more consistent or remarkable 
F record than Electric Storage Battery. To shareholders 
who have been so fortunate as to have held the com- 
mon stock year in and year out since issuance, the company 
has been a veritable gold mine. It has paid dividends con/ 
tinuously since 1901 and while payments were modest 
enough until 1920, thereafter they were generous. In that 
year, the company paid $10.50 a share and in the next year 
$12. Growth in earnings had forced the common to the 
high price class by 1923 so that the company deemed it ad- 
visable to split these shares four for one. Dividends on the 
new issue have also been gradually raised. Last year, Elec- 
tric. Storage Battery paid $5 a share on the common, in- 
cluding $1 extra and in January of the current year in- 
creased the rate to $5 regular, at the same time disbursing 
another $1 extra. 

The company is fortunate in serving two of our most 
important, and prosperous industrial groups, namely, the 
public utility and automobile companies. No other explana- 
tion of its expansion is necessary. Yet, it has also benefited 
from the rise of still another industry within very recent 
times, that being, of course, radio in which storage batteries 
are extensively used. . 

Obviously, the high rate of production and demand for 
automobiles was no inconsiderable factor in the company’s 
business last year. A marked let-down in the motor indus- 
try would undoubtedly influence gross revenues and earn- 
ings for the common stock. Yet the effect would not be 
likely to be disturbing to Storage Battery’s position to any 
material extent since the demand for its output in the public 
utility and more lately in the radio field is by no means a 
small part of the total. It needs no more than a cursory 
examination of the company’s earnings record to establish 
this fact, for not even the 1921 depression was able to do 
more than cause a comparatively minor break in the steady 
upward march of net income. Incidentally, radio was then 
only in its infancy. 

Last year, the company’s gross sales reached a new peak 
at 13.98 million dollars and net profits were $9.48 a share 
for the 797,917 outstanding shares of no par common stock, 
likewise a record. This issue is preceded by an almost 
negligible amount of preferred stock, the remainder of a 
convertible issue of which the present 1,256 shares repre- 
sent a balance that holders have not seen fit to exchange 
for common stock. 

In addition to its strong earnings position, Electric 
Storage Battery is eminently sound in other respects. 
Despite the liberality of dividend payments, financial posi- 
tion has not been neglected. Over 31.8 million dollars have 
been retained in the business, after all charges and dividends, 
in the past ten years. In consequence, working capital at 
the close of 1925 was equivalent to more than $30 a share 
of common stock. The latter issue, on its record, is entitled 
to classification as an investment common. stock, and, in 
view of the company’s outlook, still seems to have room for 
appreciation in price above the current level around 84. 
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13—Humble Oil & Refining Co. 





A Giant Among Standard Oil 
Unit Producers 


started business in 1911 

with a capital of $150,- 

000. The capitalization of the 
present company is 100 mil- 
lions, consisting of 25 millions 

’ funded debt and 75 millions 


fie predecessor company 
Humble Oil 


Bonds—$25 millions 
Stock—3 million 
shares $25 par value 








Gross Earnings stock of $25 par value. On the 
Guattiions) basis of the current market, 
the securities are valued at 

1008 908.5 oon well in excess of 200 millions. 
1923 40.4 $2.89 Humble is controlled by 





a Standard Oil of New Jersey 
- through ownership of 70% of 
wasadilinanad seed the stock. In line with the 
growing tendency of the big 
refining interests to secure 
absolute control of producing properties in order that there 
may be no question of an adequate supply of crude at all 
times, the impression has prevailed that it would be only 
a question of time before New Jersey would seek to acquire 
100% ownership by offering its own stock in exchange for 
the minority holdings in Humble. The basis of such a hy- 
pothetical exchange has been the subject of much animated 
discussion in financial circles. 

Regardless of such’ a development, however, there is am- 
ple material in the status of Humble itself to arouse in- 
terest. The company operates in all branches of the oil 
industry, but the production of crude oil is the predominant 
end of the business. 1925 praduction aggregated 22.5 mil- 
lion barrels, an average of about 62,000 barrels daily. This 
was equivalent to about 8% of the total production in the 
United States. The properties are located in Texas, Okla- 
homa, Louisiana and Arkansas, and still include vast un- 
developed areas. The company has led in Texas production 
for three consecutive years. 

Like all well managed oil companies, Humble has written 
off substantial sums against depreciation and depletion. 
A review of its financial history, however, tends to leave the 
impression that Humble has been more generous than the 
average in this respect. In other words, it may be inferred 
that balance sheet figures do not reflect the full measure 
of present day values owned by the company. 

In any event, the company is well fortified with physical 
assets as indicated by the 100.06 million dollar investment 
in plants and equipment. This figure compares with 74.71 
millions at the close of 1921. Oil inventories, as of Decem- 
ber 31, 1925, were valued at 47.89 million dollars, a gain of 
approximately 40 million dollars over four years ago. Net 
tangible assets applicable to the common were thus equiva- 
lent to $54 a share for the 1.75 million $25 par value shares 
outstanding at the close of 1925. 

The 22.5 million barrel output in 1925 compared with less 
than 8 million in 1920. Gross income last year was 68.6 
millions, 20 millions more than in 1924. In the same two 
years, share earnings increased from $5.62 to $12.93. The 
latter figure is equivalent to $7.76 on the 3 million 
shares now outstanding. The increase in capital 
occurred last March when additional shares were 
sold to stockholders at $25 a share. 

Conditions in the oil industry are such that 


1924 48,7 5.62 









14—National Supply Co. 





An Essential Business 
Strong in Assets 


INANCIAL strength has always been a feature of 

this company’s status. At the end of last year, net 

working capital amounted to approximately $96 a 
share on the common stock, some thirty-five points in ex. 
cess of the current market valuation. Book value was 
‘about the same. 

Inventory account makes up 12.64 millions of the 28.81 
million dollars of current assets and 10.82 millions are ac- 
counted for by accounts receivable. In a business of this 
kind, however, supplying an infinite variety of tools and 
parts, the large inventory is a source of strength since it 
assures excellent service to customers. The fact that the 
company is able to keep 39.63 million dollars employed in 
receivables and inventories and still show 5.35 million dol- 
lars cash, without recourse to bank loans is a further evi- 
dence of its exceptional financial standing. 

The business consists of the manufacture and sale of 
equipment, machinery, and supplies for every branch of 
the oil industry. In addition, a part of the products sold 
are acquired from other large manufacturers. The highly 
unstable character of the oil industry itself is naturally 
reflected in the volume of output of an enterprise engaged 
in furnishing the equipment. A strong liquid position, 
therefore, is almost essential in order to accomplish any 
sustained success in this field. 

Nineteen twenty-three was a year in which flush produc- 
tion ran wild, particularly in California. The consequent 
demand for drilling machinery enabled National Supply 
to achieve far greater profits in that year than at any 
time since. Net income was no less than $14.67 per share 
on the common. This compares with $5.71 and $5.09 in 
1925 and 1924 respectively. 

The company in its present form dates back only to 1922, 
but the net profits of the predecessor company and sub- 
sidiaries in every year back through 1918, with the single 
exception of 1921, exceeded, that of the last two years. 
There would seem to be’ a probable minimum below which 
earnings are not likely to fall because of the inevitable 
néeds of a vital industry and this company’s long ex- 
perience in supplying those needs. On the other hand, 
an event such as the widespread development of new pro- 
ducing fields in any one year, while decidedly detrimental 
to the welfare of the oil industry, may well prove a bonanza 
for National Supply. 

One negligible subsidiary bond issue and about 71,000 
shares 7% cumulative preferred stock are the only capital 
obligations ahead of the common. The common dividend 
has just been increased from $3 to $4 per share annually, 
a rate which, while employing a considerable portion of 
recent earnings, seems justified by the financial strength 
and past record of the company. The common has always 
been a rather inactive issue marketwise, and on some days 
no transactions are recorded. At 60, however, it returns 
a yield of 6.7%, and is worthy of consideration as a reason- 
ably safe medium for income and one which affords promise 
of eventual profit. 


National Supply Since Organization 
































Humble will probably exceed last year’s record 1923 1924 1925 

earnings by a fair margin during the present H L x H L 

twelve months. Recently, an extra dividend of 30 54 

cents a share wes paid in addition to the regular cw 1s beara ie sete eta ae TER eee = len = 

20 cents quarterly. It is probable, in view of cur- 1923 1924 1925 

rent earning power, that these extras will be con- Soka Mined Banete ....<..ccssocccacs $7,953,236 $7,766,233 $7,414,118 

tinued so that the common affords a net yield of ; 964 
SARE Seed eet en eee ee see Sk eee ine Marais cs 55. win c Y 12,156,264 

6.3%, which is considerably larger than the return ni neta cal smote sot inane oo ses 

afforded by the average Standard Oil issue. The Working Capital ................05- 23,820,222 24,296,027 25,989,259 











stock is not high priced at the present market 





Total Capitalization ............+-. 19,355,565 


20,539,365 20,522,380 











around 64, and in fact offers perhaps the best pos- 
sibilities of any issue in the Standard Oil Group. 
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15—Southern Railway Co. 





The Evolution of 
a Self-Made Road 


DHERENCE to the fixed purpose 
A of persistently building up the 

property without regard to other 
considerations, materially assisted by 
the industrial revival in the South, rep- 
resents, in brief, the story of Southern 
Railway. An 80 point advance in the 
common stock in two years’ time, in 
conjunction with the establishment of 
a $5, followed by a $7, arinual dividend 
rate on an issue never before in the 
dividend class, tells the same story in 
a different way. ; 

The steady increase in gross revenue 
has been accompanied by: a constant 
lowering of the operating ratio until 
a figure below 70% has been reached. 
Condition of equipment is excellent de- 
spite record breaking freight traffic, 
and only normal expenditures for main- 
tenance. Substantial savings have 
been effected through the reduction in 
rentals paid to other roads for the use 
of freight cars. Whereas, traffic ex- 
pansion formerly meant high costs and 
overtaxed facilities. Southern Railway 
is now in a position to reap the bene- 
fits from prosperity in the South. 

It is important to note that the main 
sources of revenue lie outside of Florida 
so that the culmination of the boom 
in that state is a comparatively minor 
factor in the affairs of the road. 

Southern common is still reasonably 
priced in comparison with many 7% 
railroad issues. This is due, in part, 
to the lack of balance in the capital 
structure, there being a preponderance 
of funded debt. As a result, a rela- 
tively small change in gross is quickly 
reflected in the size of the balance 
available for common stockholders. As 
long as traffic continues upward, such 
a situation is favorable, but it does 
act as a bar to stability. It is prob- 
able, however, that a remedy will be 
found over a period of years by means 
of future financing through stock 
rather than bond issues. 

Agitation is still going on in some 
quarters to compel a larger distribu- 
tion to preferred stockholders. Similar 
efforts in the past have met with fail- 
ure due to the fact that the preferred 
is definitely non-cumulative and limited 
toa 5% return. Once this litigation 
Is over, the way will be paved for 
financing through the sale of common 
stock. Southern common at 117, there- 
fore, is attractive as a spec-vestment. 


SouTHERN 


NET INCOME 
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Preferred Stock Guide 


These stocks are selected as offering the best opportunities in their respective classes 
taking into consideration assets, earnings and financial conditjon of the companies 
represented. 

For Income 


HIGH GRADE INVESTMENTS 




















Div. Rate Div. Times § 6 Yr. Price Range ’ , 
$ per Share Earned— Redeem- -—~——~———, Recent Yield 

RAILROADS 5 Yr. Av’r’ge able * High Low Price % 
Baltimore & Ohio ....... svepeale 4 (N) F4.75 No 67 47 71 5.6 
Chicago & Northwestern rea ite sy a? No 125 95 124 5.6 
Chesapeake & Ohio Conv.. . 6.5 (C) F14.8 115 F130 F96 140 4.6 
N. Y., Chicago & St. Lou 6 (C) F3.7 110 Hos H86 104 6.8 
Colorado & Southern Ist.... 4 (N) 7.6 100 66 47 65 6.2 

PUBLIC UTILITIES 
Columbia Gas & Electric.:......... 7 (C) 76.1 115 114 103 115 6. 
North. American ....02....0ccccee 3 (C) 6.1 52.50 50 $1 51 5. 
Philadelphia Company ............. 8 (C) 6.5 No 49 80 50 6. 
Public Service New Jersey......... 8 (C) 3.4 _ No F119 F965 119% 6. 

INDUSTRIALS 
American Smelting & Ref... 7 (C) 2.4 No 115 63 118 5.9 
American Steel Foundries 7 (C) 6.6 110 113 78 114 6.1 
Armour & Co. of Del.... 7 (C) 2.3 110 #100 H84 93 7.6 
Associated Dry Goods Ist 6 (C) 3.9 No 102 655 101 5.9 
Baldwin Locomotive .... 7 (Cc) 2.6 125 117 95 110 6.4 
Brown Shoe ......... ~ Fee F4.4 120 109 70 108 6.5 
RUNES MIN Na Aa a o'seidieag Baise 0 7 (C) 3.7 §125 110 79 112 6.3 
Endicott Johnson ............000.. 7 (C) 4.8 125 119 87 114 6.1 
BONERS DRUNOEE © b os dioic sce eeaiviedicee 7 (C) F13.9 125 115 63 118 6.9 
oe ie ca a 7 (C) 25.0 125 125 88 122 5.7 

For Income and Profit 
SOUND INVESTMENTS 

RAILROADS : 
Colorado & Southern 2nd........... 4 (N) 7.0 100 62 35 63 6.4 
Kansas City Southern ............. 4 (N) 2.7 No 59 45 66 6.1 
Pere Marquette Prior ............. 5 (C) 8.5 100 85 50 88 5.7 
St. Louis-San Francisco ........... 6 (N) 9.1 100 92 91 6.6 
Bangor & Aroostook ............... 7 (C) 2.5 110 F100 F86 100 7.0 

PUBLIC UTILITIES 
American Water Works & El...... 7 (C) 4.1 110 108 48 107 6.5 
Federal Light & Traction........... 6 (C) 5.0 110 T89 T74 86 7.0 
Ratisad: Clty. Pr, & Tt. \0:0.06cciecees' 7 (C) 73.1 115 H109 H91 111 6.3 
Hudson & Manhattan. R. R. Conv.. 5 (N) 4.5 No F723. F265 T 6.5 
Wt WOU TGCS onic cescccicccce 7 (C) 2 115 0100 096 99 Foe 

INDUSTRIALS 
poi a, rae 7 (C) 2.4 110 109 67 108 6.5 
American Cyanamid .............-- 6 (C) 3.1 120 96 52 90 6.7 
Bush Terminal Buildings .......... 7 (C) 1,1 120 1038 87 103 6.8 
Commercial Credit Ist ............ 6.5. (C) ; 110 N99 N92 93 6.8 
Cuban American Sugar ............ 7 (C) F8.2 No 106 68 102 6.7 
Genl. American Tank Car.......... 7 (C) 3.1 110 F104 F86 102 6.9 
Ko ee ere 7 (C) 4.3 115 F114 F965 105 6.7 
OGOTION Cy Bs) OO. occc.seccccscees 7 (C) F2.7 125 102 62 95 7.4 
DN FES in .c'6:60:0.05 5 wo 6 bielbid sie 7 (C) 3.3 120 112 93 115 6.1 
BE IS occ t ics eisindicccewes-s 7 (C) T6.9 110 0100 092 98 71 
Ms EAL MEE) BOOT EBD yi66.6.5'6 6 ovo ndses 7 (NY) 3.7 No 113 88 108 6.5 
U. §. Industrial Alcohol .......... 7 (C) 4.3 125 115 84 102 6.9 

SEMI-SPECULATIVE 

PUBLIC UTILITIES 
Brooklyn-Manhattan Transit ....... J6 (C) T3.0 100 83 84 84 7.1 

INDUSTRIALS 
Bush Terminal Debentures.......... 7 (C) T1.8 115 N89 Ww80 $2 7.6 
Consolidated Cigar ..............-- 7 (C) 2.5 110 96 53 103 6.8 
BD BEES. Sancecrcescccccceospese 7 (C) ° 105 091 073 87 8.1 
International Paper .............-. 7 (C) 1.6 115 N99 N86 93 7.5 
Mid-Continent Petroleum ........... 7 (C) F1.6 120 F109 F80 100 7.0 
Orpheum Circuit Conv.............- 8 (C) 2.6 110 F107 104 7.7 
ee eee i. 8 oe 4.2 No F108 F82 112 71 
Radio Corp. of America 3.4 55 54 45 48 7.2 
Universal Pictures Ist.............. 7.6 110 01038 094 97 8.3 

SPECULATIVE 

RAILROADS 
Chicago, Rock Island & Pac....... 7 (t) 1.2 No 99 15 99 7.1 
Gulf, Mobile & Northern............ 6 (C) F1.6 105 105 68 106 5.7 
OE es acieai acs co tse ccsindee 5 (N) a 110 713 18 15 6.7 
WeStEER. PAGING onic ccc ccsccccsscvce *6 (C) F0.9 105 86 51 82 7.3 

INDUSTRIALS 
First National Pictures Ist......... $8 (C) T4.7 115 N110 N100 104 t 
Goodyear Tire & Rubber............ 7 (C) 1,7 8110 H114 H35 107 6.5 
Remington Typewriter 2nd......... 8 (C) 3.3 No 113 47 114 7.0 
Wiligh GvOSTANA: oo... 5 bisects. 7 (C) aa 110 123 23 97 12 


* Cumulative to extent of 2 yrs. divs. t Cumulative up to 5%. + Participates in excess earnings: 
paid $1.44 extra in March. J—After July 1, 1926. F-—Four years. H—Three years, T—Two years. 
S—For sinking fund. N—Price range 1926. O—Price range 1925. § 1921-1925. 
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Prize Contest Announcement! 


HE Building Your Future Income Depart- 

ment has the pleasure of announcing a 

| Mid-Summer Prize Contest of unusual in- 

terest and educational value to its readers. 

The contest is open to everybody, whether 

: a subscriber to THE MAGAZINE OF WALL 

STREET or not, and has no penalties of any kind to 
bar you from participation. 

The only qualifications are: first, that your article 
shall describe your ACTUAL experience with invest- 
ment securities; second, maximum length should be 
twenty-five hundred words (the shorter the better) 
and third, articles should be submitted in type- 
written form (or plainly written in ink). 

Cash prizes of $100, $50 and $25 will be paid 
respectively to the first, second and third prize 
winners. Other articles of unusual merit, not in- 
cluded in the judges’ selection of the prize winners, 
will be published at the usual rates paid by this De- 
partment. All manuscripts must be in the hands 
of the BYFI Editor by noon, Saturday, September 
llth—but get started early and send your article 
in as soon as it is ready. 

Here are a few pointers on how to write your 
articles: First consideration will be given by the 
judges to articles which contain the most practical, 
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money-making suggestions relative to the use of 
securities in estate building; or, in other words, ac- 
cumulating wealth by security investment methods. 
Articles describing stock market trading exclu- 
sively will not be considered. By securities we mean 


bonds of all types, notes, preferred stocks and com- 


mon stocks with investment merit—other invest- 
ment mediums such as savings banks, insurance, 
building and loan shares and others frequently dis- 
cussed in the BYFI Department have no place in 
this particular contest. Make your stories as 1n- 
teresting as possible but remember that the practi- 
cal value of your experiences to other readers will 
draw the prize, and not literary merit. Articles 
frequently are made more suitable for publication 
when accompanied by charts or tables with the 
record of your transactions. All unsuitable manu- 
scripts will be promptly returned, if stamped re- 
turn envelope is enclosed. We want your article to 
tell just how you managed your investments, your 
successes or failures and the reasons for them, and 
how you propose to continue your estate-building 
through securities. Do not deal with theories, but 
with the actual facts of your investment methods. 

Send your effort to the Prize Contest Editor, care 
of THE MAGAZINE OF WALL STREET. 
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An Investment In “Self Improve- 
ment” That Paid Dividends 


Like a Corporation, an Individual Must Reinvest Part 
of His Income in Order to Increase His Earning Capacity 


HIS is the story of John 

Blake, who received his 

honorable discharge from 
the navy in February 1919, 
and returned to his pre-war 
job in the bank at about $125 
per month. 

A single man has several 
alternatives on even $125 per 
month. He can spend it all— 
which is far from difficult. He 
can save a little and do one of 
three things with his savings: 

—put them in a bank at 
4% interest; AS: 

—buy a bond on partial 
payments ; 

—invest in himself to increase his 
earning power. 

John saved as much as he could 
spare from his monthly income and 
put a little in the latter plan. He in- 
vested in a night course in advertis- 
ing which cost about $50, on time, and 
some evenings downtown. He follow- 
ed this with a course on bonds— 
another $45. 

Meanwhile he did not hide his light 
under a bushel. At the bank, the 
powers that be soon began to realize 
that John was studying advertising 
and they were not allowed to forget it. 
John’s steady stream of advertising 
suggestions were consistently rejected. 
But, at least, they won him a place in 
the New Business Department. 

Finally one of John’s suggestions 
brought favorable action. The bank 
management decided that a house or- 
gan, both for employes and customers, 
would be desirable. And John, being 
father of the idea, was made editor. 

The house organ gave its youthful 
editor some valuable experience and 
advertised the bank. Incidentally it 
advertised John. He was asked to at- 
tend a national convention of an or- 
ganization of younger bankers and give 
an address on bank advertising. 

He accepted with alacrity. He had 
Studied public speaking for two win- 
ters before the war—more time and 
money invested in self improvement 
about to pay dividends. And, as men- 
tioned before, he had studied adver- 
tising. 

About July First the monthly sti- 
pend was raised to $135. A little later 
the big opportunity came. Through a 
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friend, John heard that an agency 
president in another city needed a man 
who could write advertising copy for 
banks. John landed the position at 
$50..a week—a good deal better than 
the $135 a month. From this point on, 
chalk up about $65 a month as mini- 
mum return from the investments in 
self improvement. 

Then, John moved to the smaller 
city, where living costs were lower— 
and made good. A chance came to do 
some further investing and he did— 
he invested in a wife. 

She is worth “at least $1,000,000.” 
John will always feel that she is the 
finest investment he ever made. How- 
ever, he had only saved $300 and this 
all went as a first payment on furni- 
ture and for the modest wedding trip 
and the first month’s rent. But the 
$50-a-week job was still there—in fact 
the ante had been raised to $65 a week 
now. (The $10-a-month raises were 
forever past!) 

The new home was started and main- 
tained on a budget with a liberal al- 
lowance for self improvement. 

John took a course in business letter 
writing—cost $125—on time. One of 
the principal duties of the Service 
Manager in John’s agency—a $6,000 
man—was the writing of form letters 
for banks to send to their customers. 

When the Service Manager was call- 
ed to another city anda better posi- 
tion, John was found capable of writ- 
ing copy for these form letters and of 
handling other important phases of the 
Manager’s work. No new man was 
employed. John simply took over these 
added duties and responsibilities, to- 


gether with a raise in pay to 
$80 a week. 

_ Now there was a real op- 
portunity to buy bonds on the 
partial payment plan and John 
was not backward about 
grasping it. His savings-in- 
vestment division of the bud- 
get called for $80 a month and 
it was met in full. 

John’s study of the various 
kinds of bonds and of invest- 
ments in general through 
books, the bond course, and 
financial magazines came in 
handy here. He was able to 
select his securities intelli- 

gently. The family reserve grew. All 
debts on furniture and so forth were 
long since paid. And there were no 
charge accounts. 

Another raise brought the salary to 
$90 a week. But John after a year 
or two of this became dissatisfied. He 
seemed to have touched the limit of 
compensation where he was. So he 
took a trip back to his home city and, 
on the strength of his experience in 
writing thousands of financial adver- 
tisements, landed a position with a 
future and a starting salary exceeding 
$5,000. 

This meant moving, which was ex- 
pensive, and higher living costs in the 
larger city. But the expense was 
merely another fee to self improve- 
ment. It was a confirmation of John’s 
observation that one must often spend 
more if he would advance. 

Suppose John had devoted his early 
dollars to other uses than self improve- 
ment. No correspondence or night school 
courses, no buying of financial books 
and magazines and—you said it—“no 
$5,000 plus per year.” John would 
still be in the bank—probably at al- 
most $200 a month by this time! And 
his savings account would certainly 
not be large enough to buy the bonds 
he owns today. As for the “$1,000,000 
wife”—he would never: have found her. 

So, young man, to break through to 
higher pay, don’t keep too tight a hold 
on the purse strings. Make your first 
investments in self, improvement and 
you’ll have more for good stocks and 
bonds later on. At least it is working 
out that way for John. It ought to 
for you. Try it! 
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The Seven Ages of Investment 

















“At first the if 
Infant, 

4 mewling. and 
pul-ing in 

the nurse's 
































‘ 


Ul) 
Biter we possibly, the fortunate 





few who are born with the tradi- 

tional “golden spoon in _ their 
mouths,” the investment requirement in 
the age of infancy, is a modest one, 
quite conveniently accommodated by a 
Thrift Account in the nearby savings 
bank. This account opened with the 
shiny gold piece, contributed by a proud 
grandfather, is swelled by the gifts of 
cash that the unappreciative child re- 
ceives from friends and relatives. Each 
birthday is likely to witness a sharp 
upturn in the balance of baby’s capital 
wealth, and, steadily earning compound 
interest at the regular savings bank 
rate, the child is thus started at an 
early date on the long road to Finan- 
cial Independence. Except for frequent 
references in the humorist’s columns, 
“baby bonds” are not a. essential fac- 
tor in the infant’s investment program, 
for the savings bank serves the pur- 
pose so ideally that there is little need 
of sharing the honors. Baby’s bank is 
indeed a sacred trust for the fiduciary 
officer, who no doubt in real life is 
baby’s father or mother, and as such 
should be maintained intact for more 
long range purposes than the immedi- 
ate payment of a gas bill or a cash 
settlement with the milk-man. Never- 
theless, if conscientiously kept up, a 
child’s thrift fund can grow to ex- 
tremely gratifying proportions. 

From the acorn, grows the mighty 
oak. The nickels and dimes set aside 
in infancy finally grow into dollars. 
Dollars grow into bonds, stocks, homes 
and other mediums which in turn be- 
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( “All the world’s a stage,” said Shakespeare, introducing in “As You ) 
Like It,” the famous passage on the Seven Ages of Mankind. One 
of the requirements, that the drama of life imposes on all of us, is 
the necessity for creating a sufficiency of material wealth to provide 
the comforts of life and the necessary protection for the family. The 
accumulation and proper care of wealth extends from the cradle to 
the end of the span of life. Through each stage, the investment pro- 
gram develops step by step, being revised, modified and extended to 
meet the different needs of the various ages. In its entirety, there- 
be fore, we have represented the Seven Ages of Investment. J 


come the foundation of wealth. Income 
building is like home building, in that 
the builder must first gather his ma- 
terials together even before the founda- 


‘tion for the home is laid. As far as in- 


come building is concerned, experience 
shows us that the first birthday is not 
too early to begin to accumulate the 
pennies, nickels and dimes that will be 
the brick and mortar for future income 
building. 
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H’ RE starts the first real apprecia- 


J 





tion of a growing savings fund. 

An account started in earlier 
years should be transferred into the 
name and possession of the junior 
saver. Personal management and con- 
trol of the schoolboy’s or the school- 
girl’s saving fund is the first real train- 
ing in thrift. The weekly allowance 
might well .be made conditional upon 
regular deposits in the bank. Extra 
sums earned in various ways can be 
guided into the thrift fund with the 
proper encouragement. As the child 
grows older, the first venture into the 
investment field is in order. Reinvest- 
ment of a portion of the bank surplus 
into Liberties may be depended upon 
to stimulate an early pride of owner- 
ship for the soundest of all investment 
securities. Fifty dollar denominations 
in the strong-box greatly increase the 
sum total of wealth to youthful eyes 
and provide more coupons to be clipped 
regularly. Investment training at this 
point should stress the importance of 
reinvesting earned interest so that, by 
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the “magic” of compound interest, 
greater headway can be made in build- 
ing an estate than if the coupon money 
is spent as soon as it is due. So far, 
our investment program has provided 
necessary training and the really ear- 
nest estate-building will soon start in 
earnest. 

In the earlier years, the thrift fund 
has been maintained by the parent or 
guardian, with the personal satisfac- 
tion accruing from a growing fund be- 
ing enjoyed by the sponsors of the fund 
rather than the youthful beneficiary. 
At this age, however, the first real per- 
sonal interest is stimulated. This is 
the importance of the school-boy period 
in the Seven Ages of Investment. It is 
the place where the road divides, one 
route leading to careless spending and 
extravagance, while the other leads to 
thrift and old age comfort. Proper 
guidance at this stage is essential. 
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OW, one begins to face realities 
and responsibilities in life. This 
age represents a period of prepa- 

ration for the home and a career.. Both 
require capital, but, fortunately, a nest 
egg has already been provided in the 
earlier years. Income is usually small 
during this period and expenditures are 
very heavy in proportion, so additional 
savings are frequently possible only 
on a limited basis. One must also an- 
ticipate the need for protection in fu- 
ture years for wife and children and 
the first insurance coverage is taken 
out during this period, Investments, 
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Investment 


, during this stage of life, might well 
be limited exclusively to conservative 
bonds issues, purchased outright with 
accumulated savings or on the partial 
payment plan with a budget to provide 
the necessary sums. Building & Loan 
shares are an excellent medium for 
regular saving and offer a definite obli- 
gation to save in a systematic manner 
that is sometimes necessary during 
these years when thrift means more or 
less of a sacrifice. This is the time 
when a home investment is well made, 
paying as it does, dividends in home 
ownership comforts as well as con- 
stantly increasing wealth as the home 
owner increases his equity by regular 
reductions of the principal of the mort- 
gages. It is this stage of the invest- 
ment program that is the most critical, 
because saving must be accomplished 
when it is hardest to save. 
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has ceased to be the leading pro- 
fession, but whatever occupation 
we elect, this age is when the accumu- 


Shas. Shakespeare’s day, soldiering 


lation of wealth starts in earnest. Be- 
tween the ages of say, from 25 to 45, 
the average man attains the maximum 
of his earning power and it is during 
this period that the major part of one’s 
estate, represented in savings, a home, 
bonds, preferred and common stocks, 
insurance and other capital assets is 
accumulated. Having already gone 
through the preliminary investment 
steps, the largest portion of one’s sur- 
plus wealth is invested in good market- 
able bonds and preferred stocks. For 
the balance, during this stage of life, 
one can afford to be a little more ven- 
turesome with the end in view of larger 
capital gains and more profitable in- 
vestments. Common shares of sound, 
well established corporations can be 
bought and sold to advantage, realiz- 
Ing a higher rate of dividend return 
as well as growth of principal. Com- 
panies must be analyzed, and business 
conditions that effect their prosperity 
must be studied comprehensively. The 
teward is more profitable investments 
and greater safeguards to the funds 
already accumulated. This is still the 
age when estate building can effectively 
be aceomplished by the right kind of 
surance contracts as well as security 
investments, obtaining through both 
Provision for later years and adequate 
Protection for one’s loved ones. 
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URING the early part of this 

period, one’s earning power is 

likely to reach its maximum and 
fall to a lower level as one gradually 
retires from an active business or pro- 
fessional career. An important step in 
the investment program occurs here, 
for one has more time to devote to in- 
vestments and is able in the later years 
to arrange a gradual transitiun from 
early investments made with the view- 
point of ultimate capital gain to in- 
vestments primarily for security of 
principal. Declining earning power can 
be partially offset by investment profits 
resulting from proper handling of an 
investment fund that has been accumu- 
lating over a period of years. Occa- 
sional reinvestment can be expected to 
provide profits that result from con- 
stantly changing security values in the 
broad swings of both the bond and the 
stock markets. Judicious investment in 
channels where the larger income is 
earnable becomes the criterion in place 
of ventursome investment for a large 
profit. Management of finances will 
occupy a large portion of one’s time 
and energy, particularly until such 
time in the later years as the financial 
house has been put in order so that 
principal will be secure and income cer- 
tain in the absence of constant attention 
to investments. 
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ERE one gives up the search for 
high income return and enhance- 
ment of principal entirely. At 

this stage of life, one again returns to 
safety of income and security of prin- 
cipal, limiting investments to the most 
conservative bonds. If the investment 
fund is sufficiently large, one lives en- 
tirely on the interest earned. Ready 
marketability might be sacrificed for 
part of the bonds on one’s list but the 
bars should never be let down as far 
as the factor of safety is concerned. 
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The best of bonds, however, requires 
some attention. Coupons must be 
clipped; called numbers must be noted 
on non-registered bonds subject to call; 
reinvestment must be arranged for ma- 
turing issues. In addition, a weather 
eye should be kept on the security mar- 
kets as well as the prosperity and pros- 
pects of the various corporations issu- 
ing the bonds held. If one anticipates 
a period when mental facilities will not 
be sufficiently keen to keep abreast of 
ever changing conditions, it is well to 
place the investment fund under the 
administration of a capable trustee. 
This also frees one from all worry and 
responsibility in the late years. At age 
sixty-five or over, one can purchase 
annuities to advantage with suitable 
provision for income to either husband 
or wife as long as either lives. In this 
form of investment, the income is liberal 
and the continuity of income through- 
out life is well assured. Additional se- 
curity investments will, of course, pro- 
vide extra income and an estate for 
any dependents that you may leave 
behind you. 
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N the days of early England that 

Shakespeare describes, there were 

few opportunities for one to provide 
for old age. In those days, the late 
years were well described as “second 
childhood,” for extreme age required 
the constant attention of those on whom 
one leaned just the same as very early 
youth. Today, fortunately, one is able 
to provide independence in old age by 
the intelligent accumulation of wealth 
in earlier years. A material self-suffi- 
ciency in turn provides spiritual peace 
and mental comfort. A-successful man 
today looks forward to the declining 
years as years of rest and happiness. 
With the completion of an investment 
program and reinvestment of funds in 
years of middle life with safety as the 
primary consideration, we look forward 
to ripe old age with the satisfaction of 
having done a worthy task well. This 
is the end of the road to Financial In- 
dependence. The goal has been reached 
and the fruits of thrift and intelligent 
investment in the earlier years are 
ready to be plucked. To approach the 
“sun-set” of life with ample provision 
made in younger days for peace and 
quiet and comfort in old age is the 
greatest blessing that anyone could 
desire. 
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Practical Working of the Group 


Insurance Plan 


Further Discussion of This Ever Increasingly Popular Form 
of Insurance and Its Advantages to Employer and Employee 


By FLORENCE PROVOST CLARENDON 


HE average worker on a modest 

income is confronted with these 

problems: What would happen if 
I suffer from a long or permanent sick- 
ness? What am I to live on in my old 
age? How will my family be main- 
tained if I die suddenly? Large em- 
ployers have been thinking of these 
things, and also insurance experts, so 
Group Insurance helps to solve these 
problems, and to alleviate the distress, 
if not actual want, which may result 
from the total disability or unexpected 
death of the wage-earner. 

In a previous article we outlined the 
principal benefits of the Group Plan. 
As stated therein the usual plan em- 
ployed for the Group Policy is insur- 
ance from year to year known as One 
Year Renewable Term. The group 
must be composed of fifty or more em- 
ployees under a common employer, and 
as a rule the Group Policy covers ail 
employees who have been in service for 
not less than six months or a year. 

The installation of group insurance 
by employers is becoming increasingly 
popular. Recently one of the largest 
rubber corporations in the world, with 
branches in every prominent city and 
in all foreign countries, adopted group 
insurance on the contributory plan for 
its salaried employees. This group com- 


prises over 9,000 lives, and the present 
coverage will involve from $15,000,000 
to $20,000,000 of insurance. 


The Amount of Individual Insurance 


There are three plans used in deter- 
mining the amount of insurance cover- 
age for each employee: Ist, an equal 
amount for all; 2nd, an amount based 
on the employee’s salary; 3rd, an 
amount based on the length of service. 

The first plan is simple but often 
impractical, as coverage which might 
be deemed fair and reasonable in the 
case of one employee would be inad- 
equate for another. The second plan 
is approved. by some employers, as they 
consider that a man’s salary indicates 
his economic value to the business. The 
third, and probably the best, plan is 
that under which the amount of cover- 
age is determined by the length of the 
employee’s service. This method can 
with advantage be combined with the 
second plan, and both length of service 
and annual salary be used as the for- 
mula by which to compute the indi- 
vidual insurance. 

Generally speaking, group insurance 
is only a partial protection of a family 
—enabling them to carry on for a year 
or so after the death of the breadwin- 





good collateral value: 


Del. & Hudson 15-year 5%s °37 


Anaconda Copper Ist 6s °53 
Cuba Railroad Ist 5s, °52 
U. S. Rubber Ist 5s °47 


Willys-Overland preferred ($7) 
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Bonds with a high factor of safety, ready marketability and 


N. Y. Telephone Co. ref. 6s Ser. “A” °41 


Bethlehem Steel Ist guar. 5s *42.. 
N. Y. Cent. & Hud. River deb. 4s °34 


Bonds with a good factor of safety, fair income, good 
marketability and collateral value: 
American Sugar Ref., 15-year ref. 6s °37 
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Preferred stocks with ample security, a liberal income 
return aiid some possibility of enhancement in value: 
Brooklyn-Manhattan Transit Pfd. ($6) a | 
U. S. Smelting & Refining preferred ($344)......... 50 0 
Schulte Retail Store preferred ($8) 9 


Famous Players Pfd., originally 
removed from above list and substituted by 
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recommended at 115 has been 
Brooklyn-Manhattan Tr. Pfd. 








ner, that is until other permanent 
plans can be made. Accordingly, the 
full individual needs of family protec- 
tion have to be adjusted by other cov- 
erage suited to particular cases. 

It is usual under the salary basis to 
form a special class for officials or 
high-salaried employees. One method 
which has been used in this connec- 
tion is to grant to the members of this 
special and more expensive class pro- 
tection under which the maximum 
amount to any one person is limited 
say to $3,000 or $5,000. It is naturally 
assumed that men earning these larger 
incomes are educated in habits of thrift 
and carry additional life insurance on 
their own behalf through other sources, 
as indeed all thrifty workers should. 
In determining the amount of indi- 
vidual insurance by length of service, 
the coverage usually commences at 
about $250 or $500 for those employees 
who have served less than six months 
or a year, increasing by graded steps 
to a maximum of perhaps $3,000 after 
about ten or fifteen years’ service. 


The Policy Contract 


Under group insurance a “Master 
Policy” is issued by the insuring com- 
pany to the employer, while Certi- 
ficates of Insurance containing briefly 
the terms of the insurance are issued 
to each of the insured employees. The 
important provisions which obtain un- 
dei the ordinary life insurance policy 
are included in the Group Policy. The 
provisions usually included in the con- 
tract (and legally required under the 
New York Insurance Laws) are as 
follows: 

1—An incontestable clause protecting 

the policyholder against contest 
of claim after a period of not 
more than two years from date; 
2—For suitable adjustment in case 
of misstatement of age; : 
3—Policy and application to consti- 
tute the entire contract between 
the parties; also statements made 
by employer or individual em- 
ployees in the absence of fraud 
to be deemed representations and 
not warranties; : 
4—For issuance of individual cert 
ficates to employees, stating prin 
(Please turn to page 618) 
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Graphic Records of Budget 


Expenditures 


A New Plan for Keeping Down 


Household Expenses to a Minimum 


JFMAMJJASOND 


Budgets are like home-made radio 
sets, sometimes they work and some- 
times they don’t. Unfortunately, the 
technique of “trouble shooting” for 
budget defects is not so well known as 
the art of locating the squeak in the old 
receiving set. The charts shown on this 
page represent the basis of a new and 
useful method of finding out where the 
budget is not holding up. First, the full 
amount allowed in the budget is plotted 
for the full year by broken lines. Then 
the actual amount spent in each month 
is marked at the proper point on the 
chart and a heavy solid line is drawn 
over these points. If the solid line 
runs above the broken line, the amount 
allowed in the budget is being exceeded 
by actual expenditures and conversely, 
if the line falls below, a saving in ac- 
tual expenses is indicated over the 
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By H. L. WHITTEMORE 


amount provided by the budget. Each 
item is treated separately, with only 
the most important ones being shown 
here. Editor’s Note. 


the hope that it would lead to for- 

tune, I, like many others, worked 
out a budget for my expenses a year 
or so ago. The results, at the end of 
the year, were not entirely satisfactory, 
because several items exceeded the ap- 
propriation and the balance on the 
“right side of the ledger” was less than 
the budget called for. The overdrafts 
were due to several causes. Some were 
real emergencies, others expenses which 
should have been provided for in a 
well regulated budget. 

The budget for 1925 worked out 
something like this: 


[’: order to be “up-to-date,” and with 


Fixed Charges—Including ex- 
penses such as_ insurance, 
io ay ae ee $1,128.23 

House Rent 

Food and other household ex- 
penses 

Personal Expenses 

House Repairs 


600.00 
91.77 


$3,500.00 


Very early in the year it was evident 
that the actual expenses were not fol- 
lowing the course outlined for them, 
and it was difficult without consider- 
able computing to tell, as the months 
flew by, whether or not the total for an 
item showed improvement. Finally, in 
desperation, I plotted the charts shown 
here. 

For simplicity, some items in the 
actual budget have been omitted and 
the amounts, also, changed so that this 
budget should not be taken as an exact 
model. It has been used to illustrate 
the use of charts in administrating a 
budget. 

It will be noted that the total each 
month for fixed charges is less than the 
budget calls for, due to insurance divi- 
dends, etc. The total payments for the 
house are, on the other hand, exactly 
the budget amounts. There has been a 
slight, but consistent increase in the 
amounts paid for food and other house- 
hold expenses. This shows that the 
budget was not sufficiently liberal for 
this item, and that it should be in- 
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creased next year, unless, of course, 
there is a decrease during the last half 
of the year. 

Personal expenses have, as “he who 
runs may read,” been much over the 
budget because of unexpected accidents, 
travel, etc. The allowance for repairs 
to the house was, most of it, spent in 
January on metal weather strips for 
all the doors and windows. 

A glance at these charts shows that 
all items of the budget have behaved 
satisfactorily, except the personal ex- 
penses. These should receive careful 
consideration and, if possible, be great- 
ly curtailed if the appropriation is not 
to be greatly exceeded. These charts 
have already been a great help to me in 
making my budget work, and I sug- 
gest that others, who have the same 
troubles, try this graphical analysis. 
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may be interested. 





The Inquiry Department enables you to 
adapt THE MAGAZINE OF WALL STREET 
to your personal problems. 
subscriber, you are entitled to receive 
FREE OF CHARGE a reasonable num- 
ber of PERSONAL REPLIES BY MAIL 
OR WIRE on any security in which you 
Inquiries cannot be 
received or answered by telephone nor can 
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department. 
As a yearly 





personal interviews be granted by this 
The inquiries presented in 
each issue are only a few of the thousands 
received and replied to in the first four 
months this year. 
sonal inquiry service in conjunction with 
the Magazine should help you to get hun- 
dreds or thousands of dollars of value 
from your $7.50 subscription. 
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AMERICAN SMELTING & 
REFINING 

Can you give me any information in regard to 
current earnings of American Smelting & Re- 
fining? I have the 1925 figures, but have not 
seen any recent statements. Also please tell me 
how the company fares under the Mexican alien 
property law.—R. S. M., Trenton, N. J 

In the first quarter of 1926, Amer- 
ican Smelting & Refining earned $5.25 
a share net on the 609,980 shares of 
common stock. Later, earnings have 
shown a slight decline, but even on this 
lesser basis were at the rate of more 
than $20 per annum on the stock. In 
view of the fact that the bottom in lead 
prices appears to have been reached in 
this country and have already been 
bettered in Europe, it is probable that 
the first six months’ earnings will be 
somewhere around $10 a share. The 
outlook is for a satisfactory showing 
in the last half of the year. Answering 
your second question, the enactment of 
the Mexican alien property law in 
nowise affects the company adversely. 
No retroactive features as interpreted 
by the government are visible and per- 
mission is given to hold mining prop- 
erties acquired before 1917 as long as 
the company is in existence. Simple 
denouncement permits of the acquisi- 
tion of new properties. With no serious 
bar to the progress of Smelters, and 
with the metal outlook fairly optimistic, 
this company should give an excellent 
account of itself in later months. The 
stock does not appear overvalued at 
current price levels. 





CUBA CANE SUGAR 


Will you please inform me if Cuba Cane Sugar 
Corporation is situated to operate at a profit with 
sugar prices the way they are today I know 
that depressed conditions exist in the industry, 

t I have always been under the impression 
that this company’s operating costs were very low. 

0 you consider its stocks attractive?—P. L’V. 
Paris, France. 


Your question is best answered by a 
resume of 1925 results from operations 
of Cuba Cane Sugar. The company 
received an average price of 2.515 cents 
f.o.b. a pound, and made an operating 











l_ Be brief. 





Are You Sure of Your Broker? 


We invite correspondence from readers desirous of ascertaining 
the status of brokers with whom they intend to do business. We 
make no charge for this service, as we recognize the importance 
of having our readers: deal through reliable firms. 


Subscribers wishing to avail themselves of the privilege of the 
Inquiry Department should be guided by the following: 


2 Confine requests for an opinion to three securities. 
3 Write name and address plainly. 











profit of 0.333 cents a pound. Its out- 
put amounted to 4,273,766 bags, result- 
ing in a net profit of $736,907, equal, 
after all deductions, to $1.47 a share 
on the 500,000 shares of preferred out- 
standing. With sugar now quoted at 
2.487 cents a pound, its margin of profit 
has been reduced, but even on this low 
basis the company can keep out of red 
ink. However, it cannot do much more, 
and until sugar prices advance to 
around the 3.25 cent level earnings 
will hardly be sufficient to permit of 
dividends on the preferred. As we 
write, the outlook is very cloudy and 
although it is possible that higher 
prices will be seen in the fall, suffi- 
cient promise is not held forth upon 
which to base expectation of higher 
stock prices in the market, either for 
the common or the preferred. Our be- 
lief is that your funds could be em- 
ployed to better advantage elsewhere. 





PENN SEABOARD STEEL 


Tt seems that almost every time I pick up a 
financial newspaper I find a notice therein to the 
effect. that Penn Seaboard Steel is further in- 
creasing the number of common shares outstand- 
ing. I cannot see that the company has benefited 
very much from this procedure. In an ill-advised 
moment I bought 200 shares of this stock at a 
price I dislike to mention. I am very much.dis- 
couraged and wonder if it would be worth while 
to hold on any longer.—L. E. M., Chicago, Lil. 


On May 20, 1926, stockholders of 
Penn Seaboard Steel approved an in- 


crease in authorized capital stock from 
3 millions to 3.5 millions. Proceeds 
from additional stock are to be used to 
augment working capital. Certainly, 
the company’s finances have stood in 
urgent need of such improvement. The 
record of Penn Seaboard over a period 
of years has been far from satisfactory. 
Handicapped as it has been through 
ownership of a rather disjoined prop- 
erty, one failing to lend itself to eco- 
nomical operations, as well as lack of 
adequate working capital, it is not sur- 
prising that it has encountered extreme 
difficulty in making ends meet. An 
improvement, both in earnings and 
finances, was noted in 1925, but this 
was of minor proportions and hardly 
goes far toward changing the situation. 
Net loss in 1925 amounted to $82,412, 
against $329,803 in the previous year. 
The outlook appears unsatisfactory to 
us and the shares seem hardly worth 
retaining. 





WILCOX OIL & GAS 


Please xive me all the information you have 
available concerning Wilcox Oil & Gas. My 
brother-in-law vwns 100 shares of this stock and 
advised me to buy for a substantial rise ™ 
value I know nothing about the company @ 
will not take any action until I hear from you— 
Miss J. C. McG., Boston, Mass. 


The H. F. Wilcox Oil & Gas Com- 
pany was originally incorporated 
(Please turn to page 596) 


When Quick Service Is Required, Send Us a Prepaid 
Telegram and Instruct Us to Reply Collect 
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N order that the American investor 
might have the first-hand opinion 
of the largest public utility corpora- 

tions on problems of importance to him, 
THE MAGAZINE OF WALL STREET initi- 
ated one of the most significant ques- 
tionnaires in this field. The general 
results are tabulated on this page. Cer- 
tain great outlines are easily seen. 
Practically all public utilities expect to 
do additional financing. Actually, not 
one reported that it does not expect to 
do new financing. Bond financing re- 
mains a slight favorite over stock 
financing. It is notable that practically 
all the utilities favor reduction of rates 
along with reduction of operating ex- 
penses. This means that political com- 
plications will be reduced to a mini- 
mum. 

The answers to Questions 5 and 6 
should be compared. While fully 92% 
of the corporations interviewed regard 
the trend to concentration as continu- 
ing, fully 40% believe that at least for 
the present the economic advantages of 
such concentration have been exhausted. 
Evidently, a large number, then, regard 
this tendency as financial, apart from 
the purely economic advantages. While 
a great preponderance see nothing in 
Federal regulaticn, it is interesting 
that the viewpoint is not unanimous, 
as was expected when the questionnaire 
was begun. The divergence of opinion 
is more marked on the advantages of 
listing securities than on any other sub- 
ject whatsoever. 

Apart from the general replies, in- 














vestors will be greatly interested in 
the viewpoint of some of the leading 
contributors. The Byllesby Engineer- 
ing & Management Corp., affiliated 
with Standard Gas & Electric, for ex- 
ample, believe that even if commodity 
prices decline operating costs will de- 
cline very slowly. Although costs may 
decline owing to efficiency, yet the gains 
will not be spectacular. In their esti- 
mation, the time may come, in the dis- 
tant future, when Federal regulation 
may become significant. Smaller and 
isolated companies have little to gain 
from listing securities. 

The Public Service Corporation of 
New Jersey expects two-thirds of its 
financing to be by way of stock issues. 
They do not believe that listing assists 
financing of utility companies. This 
company’s shares are listed on the New 
York Stock Exchange, so that their 
observation here is specially impor- 
tant. 

The Consolidated Gas of Baltimore 
expects to do all its financing by stock 
issues. In accordance with their re- 
cent actions they favor voluntary re- 
duction of rates when costs decline. 
They believe that present large con- 
solidations have done about all the 
economic good they can. Nevertheless, 
the tendency to mergers will continue. 

The United Gas Improvement Co. 
cannot predict whether costs of opera- 
tion will go lower or higher. They ex- 
pect to do financing but have no defi- 
nite expectations as to character of se- 
curities to be issued. They feel that 


Corporations of the United States 
The Questions The Answers 
1. Do you expect to do any considerable financing Yes—85% Yes, Modified, Indefinite—8% 
in the next two or three years? 1% 
Equal amounts— 
M Bond All stock—10 
2. If so, what proportion would be in bonds and than ined o ie —— 
what proportion in stocks? a Subject to special ore stock than 
Indefinite—10% conditions—10% bonds—10% 
Is it wi ly i: h Yes, but hard to 
: . eae merit sera mtd ala tak Yes—82% | Sometimes—9% raise rates again— 
of declining i 9% 
4. Will cost of operations go lower or higher? Lower—71% | No — Doubtful—15% 
5. Will merger tendencies continue? Yes—92% | No—8% 
6. Have the present holding companies pretty Yes—30 No—60 For the present, 
much exploited the advantages of large capital? 54 %0 “ “4 yes—10% 
7. Could Federal regulation contribute anything No—15% Perhaps in future No. modified—8% 
that State regulation fails to effect? en 8% Yes, modified—9% 
8. Would it not assist future Public Utility financ- Yes—36% Doubtful—18% For larger groups 
ing were many more utility securities listed on ae. 
the New York Stock Exchange? No—27% For bonds only 10% icaithed 
mie aie Siltitienen meee 


bonds rather than stocks are assisted 
by listing. 

The Federal Light & Traction Com- 
pany expects to have three-fourths of 
its financing done by bonds. It believes 
that the economic advantages of large 
consolidations have pretty much been 
exploited. This view is unusual from 
a large holding company. Listing on 
the New York Stock Exchange is help- 
ful to future financing, it holds. 

Pacific Gas & Electric expects its fu- 
ture financing to be evenly divided be- 
tween stocks and bonds. Rates should 
be reduced if profits are disproportion- 
ate to invested capital. No great 
change is anticipated in cost of opera- 
tions. A digestive period is needed, 
if economic advantages are to accrue 
further to consolidations. Mergers, 
however, will probably continue. Fed- 
eral regulation can confer no advan- 
tages, except, possibly to put interstate 
companies on a par with state compa- 
It is doubtful whether New York 


nies. 
Stock Exchange listing will assist 
financing. 


The National Public Service Corpora- 
tion expects that 60% of its anticipated 
financing will be by way of bonds. — It 
is undecided as to whether operating 
costs will go lower or higher. Mergers 
still remain advantageous and will con- 
tinue. Listing should assist financing. 

Not only the general aspects of the 
questionnaire, but these specific ex- 
amples show how rich in usefulness to 
the investor is the information which 
the Public Utilities have volunteered. 
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HE successful Cities Service organization, which 

now has total assets of more than $609,000,000, 

supplies people in 400 cities in 31 states and Can- 
ada with gas, electric light, heat and power and other 
utility services. And, through its own producing, refin- 
ing, transporting and marketing system, the organiza- 
tion supplies its petroleum products to consumers in 
2600 communities. 





These wide interests of the Cities Service organization 
make it easy for the smallest investor as well as the 
largest to get unusual diversity and safety through a 
single investment. 





During the past 10 years, net earnings of Cities Service 
Company have increased more than 300%. In 1915 the 
Company’s net earnings were $4,306,944; in 1925 it 
earned, net, $18,989,071. 








Careful investors, including banks, insurance com- 
panies, etc. have studied the growth and earnings 
record of the Cities Service organization, with the 
result that its investment securities are owned today 
by more than 235,000 people. 


Send for Cities Service Investment Circular CB-18 
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Making Public Utility Bonds 


Massachusetts and New Jersey Join Procession 


“Tegal” 


—Setback in New York Only Temporary 


By JOHN BALCH BLOOD 


Economist of the Research Bureau for Public Utility Securities, 


Sponsored by Savings Banks and Trustee Interests. 


public utility industry has brought 
its securities into consideration 
for savings bank investment. In 1926 
bills were introduced in New York, 
Massachusetts and New Jersey for the 
purpose of legalizing public utilities for 
investments for savings banks. They 
were enacted into law in New Jersey 
and Massachusetts. The bi'l in New 
York state failed of passage. In Con- 
necticut last year an act was passed 
accomplishing the same results. In 
Maine there have been certain public 
utilities that were legal for investment; 
in Massachusetts the securities of cer- 
tain utilities within the state have been 
legal for savings bank investment. The 
act in Massachusetts and the bill which 
failed in New York state were similar 
in character and similar to the act al- 
ready passed in Connecticut. These 
provide in substance that the utility 
must be incorporated under the laws 
of the United States, or any of the sev- 
eral states, must be subject to the su- 
pervision of a public service of other 
regulatory commission, must be en: 
gaged in the sale and distribution of 
electricity or gas, and must be doing at 
least 80% of its business within the 
territorial limits of the United States. 
Its franchise must cover at least 75% 
of its gross income and run three years 
beyond the maturity of bonds. The 
funded debt must not be over 60% of 
total investment, nor exceed 60% of 
actual book value of fixed property. 
Gross revenues of the properties must 
not be less than a million dollars per 
year and net earnings for the last five 
years must not be less than twice the in- 
terest charges. The bonds must be under 
a closed underlying mortgage secured 
by property owned and operated by the 
corporation or an open mortgage with a 
provision thai additional bonds be is- 
sued for an amount not to exceed 75% 
of actual costs, or a refunding mort- 
gage providing for the retirement of 
all prior liens. Amount of public util- 
ity securities which can be purchased 
by an individual bank is limited to 15% 
total or 2% in any one public utility 
corporation. The New York bill which 
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failed of passage had an additional pro- 
vision that in order to purchase public 
utility securities a bank must have at 
least 50% of its assets in mortgages on 
real property. 

The New Jersey act while simpler in 
provision is more stringent in result. 
It allows 20% of a bank’s total deposits 
to be invested in public utility securi- 
ties. It requires 85% of the gross oper- 
ating revenues to be derived from gas, 
electric, water, telephone or telegraph 
utilities. It provides that the mortgage 
shall be a lien on fixed assets and that 
the outstanding amount of bonds shall 
not exceed two-thirds of book value. It 
further provides that gross operating 
revenues shall have averaged not less 
than two million five hundred thousand 
dollars per annum for three years and 
further that the net operating revenues 
for three years shall have been not less 
than two and one-half times the aver- 
age requirement for interest charges. 
The New Jersey specifications, by re- 
quiring larger gross operating revenues 
and greater ratio of net earnings to in- 
terest requirements, restricts the num- 
ber of bonds that would qualify and 
this restriction is very considerable in 
amount. There will be a great many 
bonds of high character that will not 
qualify under the provisions of the 
states already enacted. The Massa- 
chusetts act just passed excludes bonds 
having a maturity greater than thirty 
years from date of investment. 


Scope of the Market 


There are approximately six hundred 
mutual savings banks in the United 
States, having invested funds well over 
seven and one-half billion dollars. Of 
these deposits, New York state has 
about three and one-half billions, Mass- 
achusetts about one and three-quarters 
billions, Connecticut one-half billion and 
New Jersey something greater than two 
hundred millions of dollars. The Massa- 
chusetts act of this year would allow 
an investment of something like two 
hundred and forty millions of dollars. 
The possibilities of investment in New 
York state on the same basis would be 
over one-half billion dollars. There are 


probably now six billion dollars’ worth 
of bonds issued against public utilities 
exclusive of street railways, which 
amount is being augmented each year 
by not less than 10%, or six hundred 
million dollars. The extension of the 
use of public utility gas, electricity and 
telephone is considerably greater than 
10% per year. 

There is a large market for public 
utilities investment in the insurance 
companies and fiduciaries representing 
foundations, religious and educational 
funds. In some states insurance re- 
serves are restricted similarly to sav- 
ings bank investments. 

In such states where trust funds, 
institutional commitments and_insur- 
ance reserves are subject to statute di- 
rection for investment, the sums re- 
leased by any laws similar to those en- 
acted and proposed for savings banks 
might well rival the savings banks in 
scope and amount of utilities invest- 
ment. Harvard University is’ typical: 
its public utility investments have been 
a larger and larger section of its total 
commitments. With the increasing en- 
dowments of universities and hospitals, 
growing at a rate faster than that of 
population, the institutional market at- 
tains greater and greater significance. 
In addition the admission of Public 
Utility to the list of legals gives them 
a “trustee” background, which will 
classify them with the best railroad 
bonds, thus enabling the price of both 
groups of quality bonds to be similar, 
instead of separated by a small, but 
nevertheless noticeable spread as is the 
case today. This in turn will assist 
future financing by increasing the facil- 
ity with which meritorious new issues 
may be distributed. 

There is no valid reason why olde? 
criteria of investments, which were €! 
acted into law when public utilities 
were but a shadow of what they are 
today, should restrict the scope of sav 
ings bank investment today. Certainly 
in these days of low yields, if the pre 
ent rate of interest allowed to mutual 
savings banks depositors is to be co” 
tinued, the banks will require the widest 
possible scope of safe investment. 
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STORIES OF COLUMBIA SERVICE—No. IV 
THE PAPER INDUSTRY OF THE MIAMI VALLEY 












































Interior view of typical paper mill showing two large Fourdrinier machines in operation. 
Milky pulp enters at one end of each machine, finished paper being rolled up at the other. 


The Miami Valley, in southwestern Ohio, is one of the country’s 
principal centers for the manufacture of paper—a basic commodity 
of modern civilization. While the uses to which this product is put 
are highly diversified, it is prepared principally for the following pur- 
poses: writing and drawing; printing and news; wrapping and 
packing; cigarette making and tissue; building materials. There 
are 26 companies in this district engaged in the industry with an 
annual output of 460,000 tons having a market value estimated 
at $48,000,000. Individual varieties manufactured include coated, 
gummed, waxed, and chip paper; blotting, tissue, roofing, bond 
and linen paper; paper cartons, folding paper boxes, paper fibre 
containers, cardboard. and box-board. 


While desire for economies in operating costs has led many Ameri- 
can and Canadian paper producers to the selection of plant sites 
adjacent to natural water power reserves, it is a significant fact that, 
without similar recourse, the important position of this industry in 
the Miami Valley remains unimpaired. This condition is due in 
large degree to the support rendered by Columbia System in making 
available at reasonable rates abundant electric power for the indus- 
trial enterprises of this district of approximately 5,000 square miles 
in the Ohio Valley. 


This is the fourth of a series of advertisements in which we propose to give you 
detailed information of the services performed by Columbia System companies for 
these communities, their industries and their homes. Investment in Columbia 
System securities is, in a real sense, investment in the marvelous Ohio Valley. 


COLUMBIA GAS & ELECTRIC COMPANY 
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What Public Utility eed 
Owes the Holding Company 


Various Types of Holding Companies in 
the Utility Field and Their Functions 


“A thing leading us to a new activity, 
which stands out and of which account 
is not taken generally, is the element 
of romance in business. For us there 
must be something alluring in the en- 
terprise.” 

FRANKLIN K. LANE. 





E are all familiar with the story 

of the public utilities: of the 

early inventive and experimen- 
tal days; of the hardships and inertia 
of the public overcome; of their grad- 
ual expansion at first and their phe- 
nomenal development of the last decade, 
until today they are the sine -qua non 
of modern social life and industry. We 
are told that the public utilities of our 
own country have a value of no less 
than forty-six billions of dollars,—or 
thirteen per cent of the nation’s wealth. 
Yet it is only the beginning, for con- 
servative analyses have recently shown 
that the country is only ten per cent 
electrified, and it has been estimated 
that the gas industry reaches a per- 
centage only slightly above. that. 

In the past five years we have been 
hearing a great deal about holding com- 
panies in the public utility field. -The 
exceedingly rapid spread of the prin- 
ciple of centralized control or manage- 
ment in recent years has made the sub- 
ject one of national discussion. But 
the theory or idea is not new. It is 
co-existent with the business and cer- 
tainly may be dated from the com- 
mencement of the period of their sub- 
stantial growth,—say the last half- 
century. Among the older holding com- 
panies may be mentioned the Philadel- 
phia Company, incorporated in 1884; 
the United Gas Improvement Company, 
1888, and The North American Com- 
pany, 1890. 

General usage of the term “public 
utilities” connotes electric, gas, street 
railway, water, telephone and heating 
utilities. Broadly, they also include the 
railroads, express companies and other 
common carriers. Statute law in some 
states brings other services within the 
scope,—such as ice utilities, stockyards, 
cotton gin-mills, etc. 

It is only when the public comes to 
realize fully the economic reasons for 
the consolidation of utility properties, 


By O. T. ENRIGHT 
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Monthly Gross Revenue Sales of Electric Energy 
by Central Stations in United States 
(IN MILLIONS OF DOLLARS) 


with the attendant benefits, that they 
will see that it is but the law of aver- 
ages in the application of the principle 
of large volume and diversification to 
various risks to stabilize results. The 


low costs and reliable service made p0s 
sible through mass production permit 
the accrual of the behefits to the nv 
merous communities included within the 
(Please turn to page 558) 
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Now Serving 


Communities 


HE Public Service Company of Northern 
Illinois is now supplying gas or electricity, 
or both, to more than a million people in 
278 communities. . . . The tremendous devel- 
opment taking place in the environs of Chi- 
cago is a main factor in the substantial growth 
of this Company, as indicated by the more than 
tripling of its gross revenue in the last ten years. 


Write for copy of ee | 1926 Year Book 


PUBLIC SERVICE COMPANY 


OF NORTHERN ILLINOIS 
General Offices: 


72 West Adams Street, Chicago 
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Major Holding (Corporate) Public Utility 
Companies 





Gross 
Operating 
Revenue 
Communities 
Total 
Customers 
Electric 
Customers 
Gas 
Customers 
Electric 
Generating 
Capacity 
Electric 
Production 
Manufactured 
Gas Sales 
Electric 
Railway 
Passengers 





(Millions) (Kilowatts) wenn) re (Thousands) 


1 Consolidated Gas Co. N. Y.....$134.3  .... 2,108,658 1,044,377 1,064,281 870,920 2,263 41,722 
2 Public Service Corp. N. J 94.7 239 = 1,291,277 616,013 675,264 380,417 1,358 20,294 416,788 
3 North American Co 93.0 500 924,303 845,323 77,215 1,301,040 3,207 2,995 186,706 
4 Standard Gas & El. Co 66.9 1,040 1,011,779  *509,400 330,831 780,316 1,917 26,112 
5 Philadelphia Co. ............. 60.5 200 392,825 226,311 166,514 324,900 81,057 27,397 280,934 
6 Middle West Utilities Co ; 1,458 848,074 637,696 162,198 578,000 1,498 9,432 35,665 
7 American Gas & El. Co 52.1 631 402,953 789,325 2,243 
8 American Power & Lt. Co..... 50.5 536 622,877 341,773 281,104 506,927 1,657 3,892 
9 Cities Service Pr. & Lt. Co..... 49.7 472,322 344,099 128,223 508,277 1,213 8,067 
10 Electric Power & Lt. Co 44.6 408,600 322,700 *65,419 *388,102 *1,250 *2,880  *241,933 
11 Commonwealth Power Corp.... 44.2 : 550,705 391,960 158,745 565,878 1,277 *4,338 *23,593 
12 American W. W. & El. Co..... 41.0 188,000 392,000 1,316 1,732 95,359 
13 United Light & Power Co..... 39.0 *58,482 *370,000 *s197 *2,320 *27,143 
14 American Lt. & Tr. Co BBD. - sax% 750,550 115,528 635,022 sl149 32,758 29,597 
15 Columbia Gas & El. Co 33.5 egos 530,659 236,497 294,162 *139,500 735 
16 Lehigh Power Sec. Co 33.3 *184,498  *148,562 “35,381  %195,907 *667 = *1,059 *75,556 
17 North American Pr. & Lt. Co.. 32.2 356,440 266,893 89,547 278,322 609 4,002 55,073 
18 National Power & Lt. Co 31.8 *212,933  *158,463 *158,550 “577 «2927 = * 163,577 
19 Buffalo, N. & E. Pr. Corp..... 252  .... 400,000 725,000 
20 Associated Gas & El. Co 24.8 335,441 *112,000 8495 "515 
21 Continental Gas & El. Co 23.8 *230,000 *262,000 *s596 
22 Engineers Pub. Ser. Co 23.1 aa 205,890 492 | 738 
23 General Gas & El. Co 20.9 206,000 245,000 576 
24 National Pub. Ser. Co a *159,.241  *131,622 *146,220 
25 Southeastern Pr. & Lt. Co..... 17.7 izet *40,815 *40,815 339,420 
26 Midland Utilities Co 17.6 225,383 81,747 77,580 
27 National Elec. Pr. Co 15.0 170,573 155,575 146,965 
28 United Gas & El. Corp 14.2 
29 American El. Pr. Co Ly (aes 
30 American Gas Co 11.8 *74,397 *106,240 
31 Republic Ry. & Lt. Co 11.3 76,298 144,885 
32 Mohawk Valley Co 10.4 : ee 
33 United Gas Improvement Co... 9.9  .... sons Onl 
34 American Public Ut. Co af alt ; ’ 
35 Utilities Pr. & Lt. Co 7.6 *225 
36 American & For. Pr. Co 7.8 87 *88,285 Har ASE *19,113 
37 Federal Lt. & Tr. Co eer *50,759 #1245 *11,771 
38 International Util. Co 5.8 | 12,322 30,546 11,750 4,143N 8,804 
39 American Pub. Ser. Co 49 *106 *34,571 
40 Central Gas & El. Co 2.4 eon 39,399 25,508 9,840 19,705 


*Figures of 1924. s—Sales. N—Natural gas. 
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— Canada ~ 
A Dominion of 
Prosperity 


THE INDUSTRIAL LIFE OF CANADA 
which has been enlarging with ever in- 
creasing rapidity during recent years is 
enjoying an era of economically sound 
prosperity. 
ITS MINES, ITS FACTORIES AND ITS 
vast industrial plants are actively en- 
gaged in adding to the nation’s wealth 
and progress. Stretching across the North 
American Continent, the enterprises of 
Canada are as great as the territory it 
occupies. 
International Utilities Corporation 
through its Canadian subsidiaries, North- 
western Utilities, Ltd., Canadian Western 
Natural Gas, Light, Heat & Power Com- 
pany, Ltd. and Nanaimo Electric Light, 
Power & Heating Company, Ltd., is partici- 
pating inand contributing tothe industrial 
prosperity of Canada. These organizations 
serve power, light, heat and Natural Gas 


to some of the most important industrial 
and traffic centers of the western dominion. 


INTERNATIONAL UTILITIES 


CORPORATION 
120 Broadway ~ New York 
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Sound bonds- 
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investments 
How Corporation Bonds 
are issued and how every 
possible safeguard is 
thrown around them for 
the protection of the in- 
vesting public is interest- 
ingly told in our booklet, 


“Bonds of American 
Industries.” 


We would like to send every investor 
a copy, free. 


Ask for AT-2454 


AC.ALLYN“> COMPANY 


INCORPORATED 
67 West Monroe Street, Chicago 
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Mr. Banker— 


Have you made 


an investigation of 


the desirability of 
Public Utility Bonds 


as an investment? 


A study of this 
question will be 
worth while. 


AMERICAN LIGHT & TRACTION CO. 


120 Broadway 
New York City 




















Automatic Hydro-Electric Station of The Adirondack Power & Light Co. in 
Sprite Creek 


(Continued from page .554) 
grouping. Where the small town for- 
merly had a small plant with overloaded 
conditions, which was able to give lim- 
ited night service only, the new unified 
service is for the full twenty-four hours 
and dependable at all times. Not only 
are the benefits in the service, but rates 
are so adjusted as to allow the maxi- 
mum use by the customers and permit 
of economic industrial community 
growth. 

Consolidation of public utilities may 
take place in two ways,— corporate and 
physical. The second invariably fol- 
lows in cases where the first has taken 
place,—providing the properties are 
contiguous and can be economically con- 
nected. Also, many examples of inter- 
connection of pooling of power of differ- 
ent utilities have been effected, but this 
does not involve or require identity of 
corporate interest. 

Grouping or interconnection of elec- 
tric properties has brought to the fore 
the question of superpower,—a word 
now in current usage. It was made pos- 
sible principally through the develop- 


‘ment of transmission by alternating- 


current, first in practical use by Wil- 
liam Stanley in Great Barrington in 
1886. 

Advantages readily apparent in the 
holding company principle are: capital 
is obtained on more advantageous terms 
than would be possible to the indepen- 
dent companies; the utilities are, as a 
rule, more fully extended and adjusted 
to meet service demands, are better 
maintained, more efficiently operated, 
have a larger amount of business than 
the separate independent companies; 
and the facilities of the holding com- 
pany, such as engineering, management, 
operating, etc., are of a character prac- 
tically unobtainable, except at great 
expense, by the local separated com- 
panies. 

The main criticisms against the hold- 
ing company principle have been leveled 
at the financial or corporate part. It 
has been claimed that excessive returns 
are made possible through the creating 
of corporate structures out of all pro- 
portion to the capitalization of the prop- 
erties included, and that the identity 


of companies is ofttimes lost through 
the maze of pyramiding intermediate 
holding companies. 

As to the former feature,-—that of ex- 
cessive return—the regulation of rates 
by the many state public service com- 
missions, under practically all of the 
statutes, provides that the public utility 
—that is, the operating utility—shall 
be permitted to earn a reasonable return 
on the present value of the property. 
In other words, regulation at the source 
prevents the gathering of any re- 
turn based on other than the actual 
value of the property. With respect to 
the creation of intermediate holding 
companies it is pertinent to point out 
that in the isolated cases where this has 
occurred the matter is speedily cor- 
rected by the regulating commissions, 
as may be instanced by two recent 
opinions in New York State. 

What brought about the holding com- 
panies? Undoubtedly they came into 
being through the concept of the public 
utility as best equipped to serve the 
public when operated as a natural mon- 
opoly,—with unified operation whereby 
waste, duplication and the depleting 
competitive warfare can be avoided, 
with the advantages of labor-saving, 
capital-conserving and modernizing of 
the service. 

The earliest case of the practical ap- 
plication of this economic truth was in 
Milwaukee in 1890, when Henry Villard, 
then President of The North American 
Company, united all of the competing 
street railway companies and electric 
light and power companies. It was the 
first time in the country that the elec- 
tric light and power and street railway 
operation had been supplied from a sin- 
gle central station system. 

Gradually the idea of unification 
spread, systems being consolidated first 
in the large cities and more recently 
throughout the interurban and rural 
territories. Under the fostering devel- 
opment of the holding companies the 
electric light and power industry chang- 
ed from a local to a national one, serv- 
ing a multitude of communities, large 
and small, and ultimately will extend 
to nearly all of the farms. 

(Please turn to page 560) 
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Fitkin Utilities. 


(It is merely the practical application of one of those truths so very 
simple they are usually passed by in the search for something complex. 


165 Broadway 





Founded on Economy 


HERE -is an exact formula for the outstanding success achieved by 


(The formula may be expressed in the two words: Sensible Economy. 


[Trained engineers are constantly in search of methods whereby operation 
costs may be reduced and the quality of service improved. 


(Heavy duty Transmission Lines, connecting scores of communities to one 
Generating Station, take the place of a dozen small plants with costly 
Public Utility Service is made a highly specialized profession 
in the smallest hamlet. 


(jThe results are shown in the marked preference given Fitkin Utilities 
Securities. 


FITKIN UTILITIES 


Are managed by 


GENERAL ENGINEERING & MANAGEMENT CORP. 


Reports—Examinations—A ppraisals 


Our Securities Department is at your service 


A. E. FITKIN & Co. 


Cortlandt 2075 and 6600 
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What the 
FRENCH 


PLAN means 


to you 


After every dollar of 
your original invest- 
ment has been repaid 
to you, (your money 
having been returned 
to you—plus 6% divi- 
dends—thru periodic 
redemption pay- 
ments), you will re- 
ceive thereafter 50% 
of the net profits 
earned and distribu- 
ted by the property. 


The coupon will 
bring details of addi- 
tional advantages of 


THE FRENCH 
PLAN. Tear it out 
and mail it—NOW! 


THE FRENCH PLAN 


M.W. 7-2 
The Fred F. French Investing Co., Inc. 
350 Madison Avenue, New York, N. Y. 
Please send the 62-page book “The Real 


Estate Investment of the Future” with- 
out cost or obligation to 
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(Continued from page 558) 
The great impetus in concentration 


of control of the public utilities in the 


last five years is but natural, for in 
looking at the data we find that it is 
coincident with the greatest growth in 
the utilities. The electric industry alone 
has furnished us as much energy in the 
seven years 1919-1925, as we used in the 
first 36 years of the industry’s exist- 
ence, 1882-1918. 

The types of holding companies may 
be seen by consideration of their func- 
tions. There are investment, manage- 
ment, engineering, supervision, financ- 
ing, and combined operating and hold- 
ing companies. 

The investment companies have be- 
come quite numerous in recent years, 
having been developed to acquire inter- 
ests in the various public utility stocks 
for investment purposes solely. Rarely 
do they own control of any companies 
in which they are interested,—but usu- 
ally their investments are limited to a 
small percentage of any one utility. For 
example the American Superpower 
Company limits its investment in any 
one company to 15 per cent of the out- 
standing common stock of such com- 
pany. Other companies of the invest- 
ment type are the North American Util- 
ity Securities Co., Electric Investors, 
etc. 

A securities type of companies has ap- 
peared in recent years, being organized 
to handle the distribution of securities 
of certain companies. They do not ex- 
ercise control or management of the 
utility companies. Companies of this 
type are the Hodenpyl Hardy Securities 
Co., The Columbia Securities Co. the 
North American Securities Co., the As- 
sociated Gas & Electric Securities Co., 
Public Service, Stock & Bond Co., etc. 
Companies of this character are not 
to be classified as holding companies. 

One of the most important phases in 
the development of the public utilities 
has been the part played by the man- 
agement and engineering companies. 
The expert engineering knowledge these 


. companies afford have been a great fac- 


tor in placing the utilities at the fore. 
Not only have they acted as construction 
engineers for electric light and power 
plants, electric railways, gas and other 


public utility properties but they have 
been management agents. over the prop- 
erties with a consequent exceptionally 
high degree of efficiency and service of 
the utilities thus operated. Prominent 
among such companies maybe mentioned 
Stone & Webster, Inc., the J. G. White 
Management Corp., and its associated 
engineering company, Day & Zimmer- 
man, Inc., Byllesby Engineering & Man- 
agement Corp., Charles H. Tenney & 
Co., United Gas & Electric Engineering 
Corp., etc. 

The corporate holding companies, 
which either control, manage and ope- 
rate, or supervise public utility proper- 
ties, have been tabulated and listed in 
the order of their combined gross reve- 
nues as obtained from their published 
reports. (See Table I.) In all there 
are said to be about 150 public utility 
holding companies, although many of 
these are quite small and control or 
manage single properties or small 
groups of properties. 

In the electric field The North Amer- 
ican Company ranks first in extent of 
power plant capacity and energy pro- 
duction, having had an output of more 
than three billion kilowatt-hours in 
1925,—or more than four and one- 
quarter billion kw-hr. had the full year 
been taken for properties acquired dur- 
ing 1925. The industrial nature of the 
load of this company is indicated from 
the fact that the Consolidated Gas 
Company has many more electric cus- 
tomers but a lesser energy production. 

In the manufactured gas field the 
Consolidated Gas Company easily ranks 
first with total sales in 1925 of nearly 
forty-two billion cubic feet. This com- 
pany also leads in the number of gas 
customers. In sales it is followed in 
order by the American Light & Traction 
Co., the Philadelphia Co., the Standard 
Gas & Electric Co. and the United Gas 
Improvement Co. 

In the electric street railway field the 
Public Service - Corporation of New 
Jersey stands well at the front, having 
transported no less than 416 million 
passengers during 1925. This company 
has entered the bus transportation field 
and during 1925 handled a total of 146 
million passengers, against 69 million 
in 1924. In 1925 bus _ passengers 
















Extent of Holding Company Control of Major Electric 
Companies, with Output in 1925 of Over 
100 Million Kilowatt-Hours 
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Companies with Number of Output in 7 Number of Output in 
Output of Companies Million-kw-hr Companies Million-kw-hr 
Over one billion kw-hr............ 8 15,917 6 8,338 
600 to 1,000 million kw-hr........ 6 3,793 17 12,403 
400 to 499 million kw-hr.......... 1 421 2 852 
300 to 399 million kw-hr.......... 1 318 9 3,028 
200 to 299 million kw-hr.......... 4 1,068 15 3,661 
844 30 4,594 
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The United Light and Power Company 
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PUBLIC UTILITY SERVICE COMPANIES 


The business of manufacture and supply of the services of 


ELECTRIC LIGHT AND POWER 


and of 


GAS FOR HEAT AND FOR POWER 


is essential to the continued prosperity of the Nation. 


The United Light and Power Company, through its operating subsidiaries, sup-* 
plies these services to more than TWO MILLION PEOPLE, in nearly THREE 
HUNDRED COMMUNITIES, located in TEN STATES OF THE UNION. 


Stability of Earnings is assured by Diversity of Territory 


The United Light and Power Company 


(A Maryland Corporation) 
CHICAGO 


FINANCING 


- MANAGEMENT 


Grand Rapids 




















amounted to 26% of total passengers 
carried, against 14% in 1924. 

Changes are rapidly occurring in 
the status of holding companies and re- 
visions are constantly required in any 
statistics compiled for this group of 
companies. The table referred to has 
been compiled as of December 31, 1925 
in order to afford comparative statistics, 
rather than to take more recent quar- 
terly published statements. The out- 
standing change since the first of the 
year is the consolidation of the proper- 
ties of the Standard Gas & Electric 
Company and the Philadelphia Com- 
pany, which would give these combined 
properties an approximate gross reve- 
nue of $137,000,000. The Electric Bond 
& Share Company is known as a su- 
Pervision company and does not own 
control of the companies in which it 
Is Interested. It performs engineering, 
financial and management services for 
these companies and for one company, 
the American Gas & Electric Company, 
does the financing only. 


Ramifications of American Telephone 
System 

It is in the telephone industry that 
the idea of a single and unified pro- 
gram of operation founded on univer- 
sal service finds fullest example. The 
holding company, The American Tele- 
Phone & Telegraph Company, in many 
aspects the largest corporation in the 
World, controls a national telephone 
service through its subsidiaries doing 
about 97 per cent of the total business 
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and, in addition, has lines to some 9,2i()J 
small connecting companies. 

This company is not simply a hcld- 
ing company, but, as do those in the 
electric and gas field, performs addi- 
tional functions. It does the financing 
for all the companies; furnishes the 
engineering, operating and other ex- 
perts; maintains a productive and pro- 
tective organization as far as patents 
are concerned; maintains an immense 
staff engaged in constant research,— 
with a program looking twenty years 
into the future; J-nks after public re- 
lations of the st..sidiaries. In short, 
it performs all that service which is 
common to all, leaving to the local com- 
panies the local management. 

The gross operating revenues of the 
Bell System which is not included in 
Table I, in 1925 amounted to 741 mil- 
lion dollars, and the system on Decem- 
ber 31, 1925, has a total of 12,035,224 
customers. 


Large Investments Required in Public 
Utility Industry 


It is not to be expected that efficien- 
cies resulting from physical connection 
and large grouping of electric proper- 
ties may be translated immediately in- 
to reduced rates. It must be remem- 
bered that large investments in trans- 
mission and distribution lines and in 
the construction of large power plants 
is required, on which the full return 
may not be anticipated for some time. 
It requires about five dollars of in- 


vestment for every dollar of gross rev- 
enue of the electric companies, a rate 
of turnover far slower than the aver- 
age industrial company. In addition, 
there is the important question of load 
factor. 

It is to the farmer that the bene- 
fits of advantages from groupings of 
electric companies will fall with great- 
est favor. The small local utility is 
not disposed to construct radiating 
lines to rural customers of doubtful 
profit but prefers to remain within 
the confines of its more highly concen- 
trated urban territory. It is with the 
connection of city and city, and plant 
and plant, that the centralized com- 
pany rears its network of transmis- 
sion lines spreading throughout the 
rural territories making possible the 
furnishing of energy to the farmers 
along and near such lines. Only three 
per cent of the farms are electrified at 
present but the near future should 
witness a tremendous stride in this ac- 
tivity owing to the great amount of 
rural electrification now under way. 


Centralization of control and man- 
agement of the public utilities has, 
without any doubt, been one of the 
major factors in the increased indus- 
trial productivity in the United States 
in recent years. The increase of 33 per 
cent in volume of production in 1923 
over 1913 was due principally to the 
fact that each worker had 16 per cent 
more installed primary power at his 
use. 
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The Quarter Century Growth of the 
Public Agencies, Contrasted With 
Other Important National Factors 


Drawn to Ratio Scale to indicate Comparative Rate Figures are from U. S. Census Reports and other 
of Growth. authoritative sources. 


INITIAL POINT LATEST FIGURES— INITIAL POINT—, —LATEST FIGURES— 
1902 79 365,396 1994 112,078,611 H—Electric Customers. 1902 584,000 1924 16,566,604 
‘000, 000. I—Electrical Output, Kw-hr.. 1902  2,507,000,000 1924 . 54,413,000,000 

1904 $107,104,000,000 1923 $320,804,000,000 1— cal Output, Kw-hr.. cane ree '8s7000 1925 "10,603,000 
1904 $14,794,000,000 1923 $60,556,000,000 "Gas Sales—Cuble Feet... 1902  92,714,000,000 1924 405,844,000,000 
mer 774,212, 13,000,000, 000 


1902 $121,848,000 1924 $572,949,000 L-—Electric Railway P -. 1908 a reeah eee. ined 
st 2,371,044 1922 14,374,395 


E—Automobile Registration... 1902 28,755 1924 17,591,981 1902 
F—Railroad Freight Ton-Miles 1902 157,289,000,000 1924 388,111,000,000 © N—Telephone Originating Calls 1902  5,070,555,000 1922 —21,901,387,000 
G—Ralroad Passenger-Miles.. 1902  19,690,000,000 1924  36,070,000,000 | Q—Telegraph Messages 1902 91,655,287 1922 $01,121,358 


Years chosen above are the nearest to beginning and end of the quarter-century for which authentic figures are available. 
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The new metal cabinet 
— are priced 
as low as $245; Frigid- 
aire mechanical units 


‘for installation in 
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boxes are priced as low 
as $190. Prices f. o. b. 
Dayton, Ohio. Any 
Frigidaire may be 
bought on the GMAC 
deferred payment plan. 


WO hundred thousand 

Frigidaires are now 
providing the convenience 
and economy of electric 
refrigeration tothe homes 
and stores of America. 
A careful analysis of 
Frigidaire value, from the 
standpoint of construc- 
tion, finish, capacity, 
efficiency and economy, 
reveals at once the 
reasons why Delco-Light 
Company, Dayton, Ohio, 
subsidiary of General 
Motors Corporation, is 
the world’s largest builder 
of electric refrigerators. 
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The 3R’s of the Public Utilities- 
Rates, Regulation and Return» 


Mr. Jackson is counsel for the Na- 
tional Electric Light Association and 
American Gas Association. He is the 
former president of the National As- 
sociation of Railway and Utilities Com- 
missioners and the Wisconsin Railroad 
Commission. 


OST of us think of our modern 
M institutions as something which 

we have invented, and yet, in 
almost all instances it will be found 
that they are really not inventions at 
all but a development through genera- 
tions. The exact language of some of 
the phrases in our Constitution will be 
found in the Latin of King John’s 
Magna Charta. The institution of com- 
mission regulation of utilities was not 
an invention—it was a development. 
Its principles in the English Law will 
be found in the musty legal records of 
the Common Law courts of England, 
centuries old; and regulatory commis- 
sions in the United States, in some- 
what their present form, go back near- 
ly a century in our own history. 

The first board of Railroad Com- 
missioners of Rhode Island was estab- 
lished in June 1839, and in December, 
1844, New Hampshire created a Board 
of Railroad Commissioners appointed 
by the Governor with the advice of the 
Council with supervisory power over 
railroad corporations. Massachusetts 
had a commission in 1864, and in many 
states commissions were established 
over half a century ago. Many were 
created in the seventies and at subse- 
quent dates and related to common car- 
riers, but state commissions in their 
present form and with their extended 
powers over service and rates of utili- 
ties as distinguished from railroads 
find their model in the laws of New 
York and Wisconsin passed in 1907. 
The commissions so created were not 
inventions or new institutions in prin- 
ciple but merely the natural outgrowth 
of the law and history of development. 

The extraordinary growth of utility 
service in the last generation has been 
coincident with the acceptance and 
growth of commission regulation. 
Whatever question may have existed 
in the past, either as to the wisdom 
or necessity for such regulation, has 
now generally disappeared, but it is 
no exaggeration to say that for a con- 
siderable period it met with strong op- 
position from those who questioned 
whether that regulation would not 
take such form as to stifie the indus- 
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tries which it was established to regu- 
late. Final judgment in respect to 
this, as in respect to other similar 
matters, rests in the end with experi- 
ence and results, and the verdict, it 
seems to me, is clearly favorable to 
the continuance of state commission 
regulation. 

It would be idle to deny that at the 
time of the establishment of our pre- 
sent commissions, some of these com- 
missions, being comparatively new, 
were unfamiliar with the economics of 
the utility business. Furthermore, 
some of the commissions came into of- 
fice with the popular misunderstand- 
ing that then existed that the chief 
function of utility regulation was the 
reduction of rates, not the establish- 
ment of adequate service and reason- 
able rates. This one-sided attitude, 
however, rapidly disappeared as com- 
missions came to understand the prob- 


lems which they must meet and their 
responsibility to all concerned. With 
regulation also there came a more vi- 
vid understanding on the part of the 
utilities of their responsibilities to the 
public, and it may be said, certainly 
as to a large number of our utilities, 
that their attitude toward the public 
in this respect has changed for the 
better. 

No institutions flourish successfully 
without cooperation. The institution 
of regulation for its complete success 
must have complete acceptance in 
spirit and purpose on the part of the 
utilities, and, on the other hand, ad- 
ministrative power must be wisely and 
fairly executed by those charged with 
regulatory responsibility if they are 
to retain the public confidence, and in 
both respects the result of experience 
is increasingly encouraging. Both 

(Please turn to page 566) 
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utility management and_ regulation 
may be said to have met the great 
test in the changed conditions growing 
out of the war. The result of that 
test has been increased confidence, 
both in the commissions and utilities. 

The changed attitude in respect to 
regulation and in respect to the utili- 
ties themselves is well expressed in a 
recent address by Marshall E. Samp- 
sell, of Chicago. He said: 


“Each year brings added evidence of better un- 
Ss on the part of the public as to the 
purposes of and responsibilities resting upon pub- 
lic service commissions. The initiaf thought that 
regulatory bcdies were created by law to lower 
rates and impose operating burdens on public 
service corporations is fast being dissipated, and 
the thinking public is adopting the sane view that 
both the public and the public service corpora- 
ticns are better circumstanced under regulatory 
procedure designed to permit public service 
companies to render constantly a high quality of 
service at rates sufficient to give the companies a 
fair return and reward for the service rendered. 

* * It should be the aim of every executive 
engaged in the business to see to it that he and 
his fellow employees carefully prepare and faith- 
fully disclose all information required by our 
respective public service commissions, and that 
at no time or under no stress of circumstances 
should these regulatory agencies be misinformed 
or wrongfully advised as to any feature of our 
business.” 


Fair Reward for Service 


With one exception (if it be an ex- 
ception) the regulatory commissions do 
not fix rates on the basis of dividends 
paid, but on a fair allowance for re- 
turn and profit for the service ren- 
dered. This is as it should be, but 
now and then we hear criticisms of the 
dividends earned on common stock by 
efficiently managed public utilities. If 
at reasonable rates for the service 
rendered the stock of any such com- 
pany is earning a fairly liberal divi- 
dend, this ought to be a matter of con- 
gratulation and not at all a matter of 
adverse criticism. 

There is often a failure to distin- 
guish between what may be a fair in- 
terest rate on preferred securities and 
what may be the reward to the common 
stockholder. If the time shall come 
when the two are confused and put 
upon the same basis, it cannot but ad- 
versely affect future financing and 
service to the public. There is no in- 
dustry in which the common stock does 
not represent an element of risk of a 
substantial nature, and what is true of 
other industries is also true of the 
utility business. The bondholder takes 
substantially no risk. The preferred 
stockholder does take a slight risk de- 
pending upon the equity in common 
stock back of his preferred stock. The 
risk of the common stockholder can 
only be compensated by a considerably 
more liberal reward than goes to oth- 
ers if we are to raise money on com- 
mon stocks, which take the risk of 
failure or loss and are entitled to the 
rewards of efficiency and earnings at 
reasonable rates. Unless common 
stock money can be obtained—and it 
cannot unless the greater risk assum- 
ed is compensated by the chance for 
greater profits—the preferred stock 
money and the bond money will not be 
forthcoming and the utility will de- 
cay or decline. In practice, as said 
by Mr. S. Z. Mitchell, of the Electric 


Bond and Share Company, there is-no 
sane reason why anybody should buy 
preferred or any limited yield stock 
if it has no equity or margin back of 
it. “It is much more difficult to sell 
a high grade preferred stock some- 
where near par as required by present 
laws of most states (as compared with 
bonds), but still very much easier than 
it is to sell common stock in most com- 
panies at anywhere near par.” 

The fact is often overlooked that it 
is the earnings back of the stock which 
ultimately determine its value and sell- 
ing price, rather than the dividends 
declared. Sound common stock values 
and salability are based to a large ex. 
tent on the fact that a proportion of 
the earnings go into surplus. 

The important thing is to help the 
regulatory commissions make clear to 
the public that economical and ade- 
quate financing is impossible unless 
those with money can be induced first 
of all to put some of it in common 
stocks to provide the margin for pre- 
ferred stocks and other securities. 


Stabilizing Influence of Regulation 


Speaking at the annual meeting of 
the electric industry the other day at 
Atlantic City, Vice President J. F. 
Shaughnessy of the National Assoc- 
ciation of Railroad and Utilities Com- 
missioners, well expressed this fact: 

“We know as regulators and you as the regu- 
lated that the electric public utility business is 
being conducted honestly and ciently. The 
commissions backed by the courts have been a 
bulwark of strength to the consuming public by 
insisting that your industry render the best pos- 
sible service at the lowest rates which will pro- 
duce that service. We have imparted a certain 
element of stability to your securities in recog- 
nizing your legitimate requirements and _ permit- 
ting you a reasonable return on the fair value 
of your properties.” 

In 1924, the Committee on Public 
Ownership and Operation of the Na- 
tional Association of Railroad and 
Utilities Commissioners said: 

“Under our present form of regulation, the 
utility business is carried on openly. The re- 
sults of operation in detail are available to the 
public constantly. All the activities of utilities in 
which the public has a reason for being interested 
are subject to regulative scrutiny. Whatever 
abuses existed before regulation was _ instituted 
have practically ceased to exist, and in general 
it may be said that no one suggests that the 
rates charged to the public are unreasonable or 
extortionate except the ignorant, the demagogue, 
the unscrupulous politician seeking votes or the 
just as unscrupulous newspapers seeking to build 
up circulation by attacking public utility corpora- 
tions. Discrimination is practically impossible 
under regulaton.”’ 


As regulation comes to be accepted 
as a permanent institution, more and 
more the people will come to under- 
stand the principles which must pre- 
vail in regulation to our utility service 
if it is to meet all future requirements. 
While those receiving utility service 
will be fully protected as to adequacy 
of service and as to reasonableness of 
rates, the utilities will be assured that 
fair future treatment upon which alone 
the industry can develop in a healthy 
and efficient manner. The acceptance 
of regulation means the elimination 
of political municipal regulation, the 
substitution of science for politics, the 
elimination of wasteful duplication of 
service, the elimination of franchise 
questions threatening the very life of 
the utility, the assurance of an ade- 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 




















71 Broadway 





WE extend the facilities of our organiza- 


tion to those desiring information or reports 


on companies with which we are identified 


Electric Bond and Share Company 


(Incorporated in 1905) 


Paid-up Capital and Surplus $80,000,000 


New York 





























quate reward for service properly ren- 
dered, and the establishment of a faith 
in the future of the utility industry 
upon which alone enthusiastic devotion 
to that service can be reasonably 
founded. Such is the ideal of state 
commission regulation. 


Regulation and Management 


While utility property is devoted to 
a public use and is in the terms of the 
law “affected with a public interest” 
the property thus devoted to a public 
use is still private property, and the 
right of management thereof rests with 
the owners of that property. Regula- 
tion was never intended to supersede 
private management of a privately 
owned utility. Management is a func- 
tion of ownership and government 
management can only go with govern- 
ment ownership. This is well expressed 
by Vice President Shaughnessy in the 
address referred to: 


_ “Management and regulation are entirely dis- 
tinct and apart. Regulating commissions do not 
attempt to manage the public utility, but sit as an 
impartial referee protecting the interests of the 
public on the one hand and of the security holders 
and management of the public utility on the other. 
There is no conflict here.” 


Federal Encroachment on State Rights 


No small part of the success of state 
commission regulation is found in the 
relations existing between the regulat- 
ing commission and the public served 
by the utilities regulated. Success in 
the regulatory field is obtained with 
difficulty or not obtained at all when 


JULY 17, 1996 


the regulatory body is so far removed 
from contact with the problems it is 
called upon to solve that all intimate 
relation between the regulatory bodies 
and the public is lost. State commis- 
sion jurisdiction is wide enough so 
that the commission is not usually sub- 
ject to local political pressure or po- 
litical propaganda. On the other hand, 
it is not so far removed from the prob- 
lems which it has to deal with that 
it has not a first-hand and intimate 
knowledge of the questions involved, 
which often have local aspects, an un- 
derstanding of which is essential to suc- 
cessful administrative action. Such 
cannot be the situation if federal en- 
croachment shall in any wise impair 
the efficiency of state administration. 

The public are satisfied with their 
state commission regulation. There is 
no cry for federal interference or fed- 
eral regulation. It would be most un- 
fortunate if Congress should in the fu- 
iure attempt to exercise or exert a 
power that might cripple or interfere 
with’ the successful state administra- 
tion of utility laws. As said by Secre- 
tary Hoover in San Francisco in 1925: 
- “There are the most weighty of reasons against 
federal regulation. Electrical power is by neces- 
sity bound to be local in its districts, as to its 


service, its generation and distribution. It differs 
widely from the interstate implications of the 
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railways, where they are dependent not upon 
districts, but upon whole groups of states. Local 
acquaintance, local valuation and public opinion 
can operate upon power to their fullest extent. 
Nothing will produce worse service than to attempt 
to transfer local problems to absentee solution 
at Washington. And if our democracy will stand 
at all, it must stand upon the local responsibility. 
Nothing could be a more hideous extension of 
centralization in the federal government than to 
thus undermine the state utility commissions and 
state responsibilities.” 


President Ainey, of the National As- 
sociation of Railroad and Utilities Com- 
missioners, said in an address at San 
Francisco: 

“The clarified impression of the American peo- 
ple is turned from over-centralization of author- 
ity in Washington where there already exists over- 
burdened federal agencies, which, because of the 
magnitude of the matters involved, have necessi- 
tated mass conclusions rather than those more 


intimate and individualistic, which state commis- 
sions can and ought to make.” 


The attitude of the public utility 
commissions is well expressed in this 
same address of President Ainey’s: 


“To meet the present pressure of a new de- 
velopment in, and extended use of electricity for 
domestic and industrial use, state commissions 
must awaken to a deeper sense of commission 
duty and responsibility. Their laws must be 
strengthened where now they are weak. Their 
administration must be wise, constructive and 
fearless, freed from the bias of politics and ac- 
tuated by no desire other than to maintain fair 
balance between the utilities and the public,” 

Regulation must in the future as in 
the past be based upon the acceptance 
of the cooperative spirit both by the 
regulator and the regulated. There 
must be cooperation on the part of 
the utility as well as a sympathetic 
understanding of their problems by the 
regulatory body. It is this spirit that 
makes a good law valuable for all. 
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In this important table, 
the reader learns the cost 
of all energy-producers, 
whether electric power, 
coal, etc., in every indus- 
try. This basic study has 
never before been com- 
pletely attempted. 




















Summary of Energy Costs in 100 Major Industries 
(Based on 1919 Manufacturing Census—Includes Cost of Fuel and Purchased Power) 
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to strengthen your bond structure 


N sixteen valuable pages this book 

clearly sets forth the Seven funda- 
mental ‘‘Basics” which, when applied 
to your investments, will create for you 
a stronger and decidedly more useful 
bondstructure . . . a BALANCEDstructure. 


It explains the substantially better re- 
sults which are obtainable from manag- 
ing your investment fund . . . through 
the application of the Seven Basics. It 
shows you how the Seven Basics will 


balance, build-up and improve your 
holdings. 
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The Seven Basics oF INVESTMENT are 
the practical means of increasing the 
safety, usefulness and earning power 
of substantial investment holdings. 
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The book gives you the reasons for and 
shows you the practicability of apply- 
ing definite ratios and percentages 
to your investment purchases. It 
points out the very real. advantages 
which accrue from the exercise of prac- 
tical vigilance over your securities. 


If your holdings amount to $25,000, 
or more, this book will interest you 
keenly. We shall be glad to send you, 
by mail and without obligation, 
DiversIFICATION AND VicILANcE. Kindly 
use your letterhead when requesting it. 
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Management as a Vital Factor in 
Utility Progress 


Its Essence and Breadth of Opportunity in National Service 





As General Manager of Day & Zimmer- 
man, Inc., Mr. Lauer occupies a com- 
manding position in the public utility 
world. His views, consequently, bear 
the stamp of authority and are well 
worth examining. 





I have reference to the electric 
power utilities—has three com- 
ponents: physical operation, adminis- 
tration, and finance. The emphasis up- 
on finance, as a function of manage- 
ment, has been brought nearer home 
through the development of junior fi- 
nancing by the utilities themselves. 
Private ownership and initiative, un- 
der public regulation became _ the 
benchmark from which this modern, 
typically American industry has been 
reared. In the facts of actual achieve- 
ment and contribution to the welfare 
of our nation, our American system of 
utility management has been justified. 
Management must have purpose and 
direction. By and large, what objec- 
tives has public utility management set 
up for itself? Service to the public; 
yes! But how? In ever greater relia- 
bility, efficiency, economy and availa- 
bility. In this 24-hour-a-day industry 
in the first rank among American en- 
terprise, lifetimes have been spent in 


P UBLIC Utility Management—-and 


constant effort by management to se- - 


sure a fuller measure of service. And 
yet the electric power utilities are not 
the most venerable among American 
utilities. Can there be pointed out any 
other industrial group in this country 
which has made greater strides in de- 
veloping adequacy of management than 
this essential industry which had its 
beginning only in 1882? 

Suppose we analyze each of the three 
components I have referred to. Physi- 
cal operation, first: 

Utility Operation 


Few realize the necessary mastery - 


of prodigious detail, the coordination 
of Men, Materials, Methods and Money 
—the 4 M’s—in the planning and con- 
struction of even a single large elec- 
tric generating station. How many, 
except those within the family circle 
of management, realize the multitudi- 
nous character of problems that can 
arise even within a 24-hour interval, 
in the operation of a public utility 
system? Its product is one without 
which its community scarcely can ex- 
ist. Therein lies a responsibility upon 


570 When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





By CONRAD NEWTON LAUER 





“The Utility Value of a 
Pound of Coal” 
1885 [ 0.20 nada? 4 pound of 
1395 0.40 
1905 Sx 0.44 
TRAE 
PPT Sse: 


The Chart shows graphically what enor- 
mous progress has been made in obtaining 
the energy of Coal through the medium 
of steam prime-movers and electric gener- 
ators. The following tabular comparison 
(upon which the above is based, and which 
assumes Coal having a uniform calorific 
value) shows that while considerable prog- 
ress has been made in burning Coal, 1. e., 
the evaporation, the really great progress 
has been made in the development of the 
steam prime-mcver. 


“Utility 

Evaporation Water Rate Value”’ 
Water Steam K.W.H. 

Per Per Per 

Year Lb. Coal K.W.H. Lb. Coal 
1885 7.0 Ib. 35.0 Ib. 0.20 k.w.h. 
1895 8.0 Ib. 20.0 Ib. 0.40 k.w.h. 
1905 8.5 Ib. 19.5 Ib. 0.44 k.w.h. 
1915 9.0 lb. 10.8 Ib. 0.83 k.w.h. 
1925 10.9 Ib. 10.3 Ib. 0.91 k.w.h. 


The above represents best practice at the 
dates noted. 











“The Utility Value of a Pound of Coal” 


From Power Discussion by Charles Penrose, in 


“Philadelphia Chamber of Commerce News-Bulle- 


tin,” Special Power Number, June, 1925. 


management which the heads of many 
other industries never know, because 
in the disposal of their product the 
time element, in continuity of supply, 
has not the same significance. 

If you will look at the electrical map 
of the United States today, you will 
see what public utility management has 
accomplished in the interconnection of 
systems—a development brought about 
largely since the World War. The 
economist of the future will perceive the 
economic results already obtained and 
which will follow the steady growth 
of Interconnection. The electrical map 
today will show literally a network of 
transmission lines extended almost un- 
broken, from the Great Plains of Ne- 
braska and the Dakotas, eastward to 
the Atlantic Seaboard, and from there 
south to the Gulf. 

In the Northwest, the map today will 
show Interconnection from eastern 
Montana, westward to Puget Sound 
and British Columbia, southward along 
the entire Pacific Coast to southern 









California, and there eastward to west- 

ern Arizona. Utility management is 
making one of its greatest contribu- 
tions to the progress of our nation, in 
the extension of this policy of Inter- 
connection, provided always that the 
particular physical link between prop- 
erties is based upon economic justifi- 
cation for the exchange of energy be- 
tween the two, or as part of a unified 
whole. In my own opinion the progress 
of today would have been postponed 
years hence, had not the American an- 
swer as to what form public utility 
management should take, been given 
in the establishment of state regula- 
tion—a recognition of the validity of 
utility monopoly, but regulated. It is 
hard to conceive that utility manage- 
ment could have accomplished, even in 
the single field of Interconnection, the 
progress which it has, had each indi- 
vidual link in today’s map been com- 
posed of competing companies, with 
the economic waste of duplication of 
plant, of management, of investment, 
and of service. 

Waste and utility management, like 
the philosopher and his jug of rum, 
cannot lie down together and remain 
wholly at their ease! Interconnection 
is a cardinal principle, in utility oper- 
ation, in the elimination of waste. But 
there is another, closely tied in, which 
too will win the recognition of future 
generations. If our children are to 
enjoy the opportunities which these 
United States give, it is our present 
obligation to conserve the natural re- 
sources of this country. 

Titility operation has found one of 
its greatest opportunities for national 
service in the steady progress of econ- 
omies in electric generation. Therein 
lies conservation of our natural re- 
sources. A ton of coal in steam-electric 
generation is made to produce more 
energy; a barrel of oil yields more; 
the same water, in hydro-electric gen- 
eration, produces greater volume of 
electricity. 

In the realm of conservation of our 
natural resources, there is no greater 
authority than the Director of the 
United States Geological Survey, Dr. 
George Otis Smith. In the following 
letter, Dr. Smith has summarized the 
results of an analysis, conducted dur- 
ing the past six years by the Geologi- 
cal Survey of conservation by electric 
public utilities. 
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OVER 100,000 STOCKHOLDERS 





over 100,000. 


Los Angeles, California 








During the past six months over 20,000 of our consumers 
have become partners in the Southern California Edison 
Company, bringing the number of total stockholders to 


Such an expression of confidence, from the public 
served, is one result of the conservative policy and 
careful financing that have effectively safeguarded 
every dollar invested in the Company's securities during 
the past thirty years. 


Southern California Edison Company 
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The letter is quoted in itg entirety: 


June 5, 1926. 


Mr. C. N. Laver, General Manager, 
Day & Zimmermann, Inc., 
Philadelphia, Pa. 


My Dear Mr} Lauer: 

e thc agen economies in steam-electric and 
hydro-electric generation by the public utilities of 
the country in the six years covered by the Geo- 
logical Survey’s statistics constitute an inspiring 
and hopeful record. However great our country’s 
endowment of energy resources may be, our in- 
creasing dependence upon electric power in every 
department of life makes it the part of wisdom 
to apply all possible forms of thrift in the ever 
larger drafts that we make on our sources of 
energy. The returns to the Geological Survey 
show that the central station output of electri- 
city has increased 69.3 per cent in this period of 
Six years, 

With by far the larger part of our water power 
undeveloped, I have been interested to note from 
these authoritative records that the streams of 
the country continue to carry about one-third 
of the public utility load, and that means that 
last year water conserved more than 23 million 
tons of coal. Yet it is on coal that we must con- 
tnue to depend for at least two-thirds of the 
country’s daily ration of electric energy, which 
now reaches nearly 200 million utowawhours. It 
means much, therefore, that the steam power 
Plants of the country in their program of fuel 
conservation are obtaining such encouraging re- 
sults. As I stated to the General Federation of 
Women s Clubs the other evening: 

The power plants that make the electric cur- 
rent that you and I buy—a string of electric 
Stations extending from coast to coast, 4,000 of 
them—are breaking fuel-saving records every year. 
Last year, on the average, the burning of 2.1 
pounds of coal generated a_kilowatt-hour of elec- 
peity, whereas six years before it teok 3.2 pounds 
of coal to do the same work. And the best sta- 
tions are doing even better—1.03 pounds last 
a. and 1.62 pounds six years before. Plainly 

Ag ig of coal thrift is not yet.” 
PA obviously .of great national concern that 
oH and users like the railroads and the power 
pe S practice thrift in coal. I brought to the 
a of the House Committee on Interstate 
i oreign Commerce last month that possibly 
od ar ng emphasis is put on coal as a source of 
is sh or our homes, and not enough appreciation 
Ae ata the indispensable part it plays in 
aa. ee of interstate commerce and 
this n-wide industry. Few realize the extent of 
8 public service—that it takes 85 tons of coal 
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a minute to feed the steam boilers of the public 
utility plants, and more than twice that amount 
is shoveled into the fireboxes of the locomotives 
every minute. I suggested that we might consider 
that 270 tons a minute as the pulse of the nation’s 
very life blood. 

I have frequently expressed myself in apprecia- 
tion of the efficiency and enterprise connected with 
the wonderful growth of our electric public utili- 
ties. Indeed, the statistical facts that I have 
just mentioned seem to me prcof positive of the 
highly satisfactory results that are being attained 
through the initiative of private business in the 
service of the public. In my recent appeal to 
the House Committee mentioned above in support 
of fact finding and fact facing as stimulating new 
records in efficiency I referred to my experience 
with the public utilities and_ my _ observations 
based thereon. As I told the Committee: 

“A few years ago we made an intensive study 
oi the power situation—the superpower investiga- 
tion. My experience with power companies at 
that time—and those are companies that are grow- 
ing with incredible rapidity—my experience led 
me to believe that the enforced opening of the 
books, such as Congressman a just referred 
to, to the regularly constituted public officials, 
has developed efficiency in-those public utilities, 
and efficiency as it is found, I believe, in no 
other industry. am convinced from personal 
observation that these executives who are pub- 
licly regulated, you might say, are inventing and 
installing imprevements, are cutting down operat- 
ing costs, are enlarging their plants, and are 
building for the future—all this with a vision 
that I do not find in either the coal industry or 
the oil industry, from similar contacts, and 1 
believe that that is the effect, and it is not a 
blighting effect, of public regulation of private 
business.” 

Yours very cordially, 

(Signed) Grorce Otis Situ. Director. 


Of similar significance in conserva- 
tion are the figures that have been com- 
piled in New York State, covering al- 
most two decades, on the production of 
electricity and the use of coal by the 
electric light and power utilities. These 
figures show that for Greater New 
York alone, the pounds of coal con- 
sumed per kilowatt-hour in 1907 were 
261% of that in 1925. 

Herein is reproduced a chart desig- 


nated: “The Utility Value of a Pound 
of Coal.” It is some index to the pro- 
gress in greater efficiencies in the gen- 
eration of steam-electric energy, over 
the 40-year period 1885-1925. The fig- 
ures shown are conservative approxi- 
mations and are satisfactory for pur- 
poses of comparison. The comparison 
assumes coal having a uniform calori- 
fie value. 

In the hydro-electric field, during the 
past twenty-five years, the percentage 
of loss in the conversion of hydraulic 
to mechanical power has been decreased 
from between 15 and 20% loss in 1900, 
to about 6.2% loss today. With that 
spirit of friendly competition—within 
a same utility system—which there is 
in California, between steam power and 
water power, it is interesting now to 
note that the very high economies 
that have been obtained in recently 
completed oil-burning steam plants in 
southern California, have brought 
about a situation where with fuel oil 
at a low figure, the cost of generation 
becomes so low that, in the opinion 
of California engineers competent to 
judge, additional stream-flow hydro- 
electric plants in California are practi- 
cally out of the question, and hydro 
plants having storage facilities must 
be scrutinized more carefully than here- 
tofore. As one of the Pacific Coast en- 
gineers puts it, only an increase of 
several hundred per cent in the price 
of fuel can change this condition. 

Public Utility Management has pro- 
ceeded far along the road of conserva- 
tion of our natural resources. Un- 
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Canadian 
Information 





The Canadian Pacific Railway 
through its Bureau of Canadian In- 
formation, will furnish you with the 
latest reliable information on every 
phase of industrial and agricultural 
development in Canada. In. our 
Reference Library maintained at 
Montreal, are complete data on nat- 
ural resources, climate, labor trans- 
portation, business openings, etc. 
Additional data is constantly be- 
ing added. 


DEVELOPMENT BRANCH—If you 
are interested in the mining wealth 
and industry of Canada or in the 
development or supply of industrial 
raw materials available from re- 
sources along the Canadian Pacific 
Railway, you are invited to consult 
this Branch. An expert staff is 
maintained to investigate informa- 
tion relative to these resources and 
examine deposits in the field. Prac- 
tical information is available as to 
special opportunities for develop- 
ment, use of by-products and mar- 
kets, industrial crops, prospecting 
and mining. 

“Ask the Canadian Pacific about Canada” 
is not a mere advertising slogan. It is 
an intimation of service—without charge 
or obligation—that the information ts 
available and will be promptly forthcoming 

to those who desire it. 


Canadian Pacific Railway Company 


Department Colonization and Development 
S. Dennis Windsor Station 
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Yielding 
4.75% to 8.00% 








We have prepared a list 
of Telephone Securities 
which return from 4.75% 


to 8.00%. 


These issues represent 
investments in an indus- 
try which has become an 
indispensible adjunct of 
American civilization. 
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TRENDS OF COMPOSITE PUBLIC UTILITY VALUES: 


1914-1925 


From ‘ ‘Trend of Construction Cost of Certain Public Utilities,” by William a Engineer, in 


“Proceedings of the American Society of Civil Engineers,” 


doubtedly, the years to come will indi- 
cate vast further progress. 


Utility Administration 


Executive control is interwoven with 
human relationships. Leadership is a 
criterion of successful Management. 
How true it is that in the eyes of the 
Public some one individual, usually the 
president, personifies the utility com- 
pany in that community. His personal 
relationship to the community is often 
fundamental to the so-called “Public 
Relations” which the utility enjoys. 
Or, the picture may be reversed, but 
not often. 

Management’s problem is funda- 
mentally one of organization. The per- 
sonal equation can never be forgotten. 
That the personnel today of a single 
operating company can be counted in 
thousands of people shows the growth 
from what the utilities were, even 
twenty years ago. Administrative or- 
ganization in the utilities has been an 
evolution that has included not only 
organization by individuals but organ- 
ization by companies. 

So much has been spoken and written 
about Holding Companies that I need 
elaborate little here. In my opinion, 


the distinquished investment banker, ° 


Richard E. Norton, in his address at 
Atlantic City, in May before National 
Electric Light Association, well sum- 
marized the situation. He said: 


“I want to remind you that in the banker’s 
viewpcint, there is a line of demarcation between 
holding companies. We can distinguish between 
those which, through their operations, make a dis- 
tinct economic contribution in upbuilding their 
roperties and their communities, made possible 
o service—whether managerial, financial, engi- 
neering, purchasing and in a score of other ways, 
as distinguished from the holding companies whose 
principal objective would appear to be that of 
gaining control of a property, in a policy which 
savors of imperialism. Sometimes in the recent 
‘oor the price paid for a property appears to have 
een ofi little consideration. But the problem of 
differentiating between holding companies is- one 
which well can be left to the industry itself to 
work out. You gentlemen are well equal to the 
io and policing is most effective when from 
within. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 


New York, March, 1926 


His comment is timely and very much 
to the point. I more than suspect his 
views are shared by the leaders in the 
industry. 

Out of the mass of problems which 
utility management must solve—with 
equal justice to customers and public, 
to the property itself, and to its stock- 
holders—I wish to touch upon one ad- 
ditional, only. The fabric out of which 
is woven modern rate structures under 
public regulations, cannot be divorced 
from values. Since 1914 the world has 
embarked upon a period which will go 
down in economic history as one of 
rapid changes in values. Utility Man- 
agement has felt these changes in every 
department of its operations, and, of 
course, in the relationship of valuation 
to rate structure. In the organization 
with which the writer is identified, an 
interesting study was recently com- 
pleted of the trend in value of public 
utility properties, during this same pe- 
riod of 1914-1925. Several months were 
necessary to make the analyses of con- 
struction costs. Because more accu- 
rate results are obtained by the use of 
present-day cost data, a 1924 base was 
used. The results are related to actual 
conditions, and the studies were ini- 
tiated in connection with a valuation 
recently made of one of the largest 
public utilities in the United States. 

In the accompanying chart then are 
given composite public utility trends of 
valuation from 1914-1925, typical of 
light and power, gas, and street rail- 
way properties. The uniformity from 
1919 to 1925, during the post-war years 
is very notable. The component parts 
of these properties differ widely, the 
one with its boilers, stokers and turbo- 
generators, the gas plant with its hold- 
ers, trunk lines and mains, and the 
street railway property with its track 
and rolling stock, but in each of these 
properties certain basic materials, and 
also labor, predominate sufficiently in 

(Please turn to page 574) 
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We believe the three booklets shown below are of excep- . " 
tional interest to individual investors. This coupon will 
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26% Average Annual Profit 
For Nine Years 





This COUPON 
Will Lead to Investment Success 


An Established Position and Economic Freedom 


We are stressing the importance of this coupon at 
once, so that we may more quickly come to the 
point. It is not our purpose in the short space of this ad- 
vertisement to attempt to cover so broad a subject as in- 
vesting. So, we are asking you to return this coupon to us 
now, because it will put you in possessi on of facts of the 
utmost importance to any man or woman in a position to 
invest money, who wishes to derive the highest possible 
profit from that money without sacrificing safety. 


This coupon will bring to you by return mail any cr all 
of our special booklets, ‘‘26% Average Annual Profit’, 
“What is an Economic Service?’’ and: ‘‘Consistent Invest- 
ment Success’’. These booklets will show you how an 
investment factor that has been invaluable to other inves- 
tors for 22 years can be equally invaluable to you today. 
They will show you how the remarkable income of 26% 
on invested capital has been secured by others for a period 
of years and they will show, too, how you can partici- 
pate in the extra margin of profit enjoyed by investors 
Who are guided by the Brookmire Economic Service. 


Organized For Investors 

Brookmire’s is an organization of trained economists, 
whose time is devoted-exclusively tothestudy of economic 
trends and problems of investment. Individual advice and 
personal consultation on specific subjects form an essential 
part of the service freely available to subscribers. Brook- 
mire clients receive weekly, fortnightly and monthly 
bulletins containing definite investment suggestions and 
other essential information. Brookmire clients are at all 
times posted on current trends, economic developments 
and investment opportunities. All this, in addition to 
personal attention to individual requirements. 


Success That Depends Cn Success 


The success and reputation of the Brookmire Economic 
Service is closely linked with the success of the clients it 
serves. For 22 years the service has grown because those 
who have used it have prospered. As a consequence we 
are prepared to make this statement; no intelligent investor 
who follows the advice contained in the Brookmire Economic Ser- 
vice can fail to derive a substantial advantage from it. 


Therefore The Coupon 


Hence the importance of this coupon. It will bring you any or all of the booklets mentioned above. The booklets will show 
what our service has done for others, what it is doing today and what it can do for you. Such a method, designed to 
increase your investment success, is too important to be neglected. It can lead you to greater economic freedom and to a 
happier, fuller life if you will only let it. Mail the coupon now. It is the first step to a larger investment future. 


BROOKMIRE 


ECONOMIC SERVICE INC. 
570 Seventh Avenue (Cor. 41st St.) New York 
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cA 
Niation-W ide List 
of 
Public Utility Companies 
for which we have underwritten bond or note 
issues, either alone or jointly with associates, 


affording investors the opportunity for broad 
geographical diversification of their holdings 


American Light & Traction Company 
American Public Service Company 
Arkansaw Water Company 
Binghamton Light, Heat & Power Company 
Birmingham (Ala.) Water Works Company 
Brooklyn City Railroad Company 
Broad River Power Company 
Calumet Gas & Electric Company 
Central Illinois Public Service Company 
Central Indiana Power Company 
Central Power Company (Neb.) 
Chicago Aurora & Elgin Railroad Company 
Chicago By-Product Coke Company 
Chicago North Shore & Milwaukee R.R. 
Chicago Rapid Transit Company 
City Water Company of Chattanooga (Tenn. ) 
Cohoes Power & Light Company 
Commonwealth Edison Company (Chicago) 
Commonwealth Water Company 
Denver Gas and Electric Light Company 
Detroit City Gas Company 
East St. Louis & Interurban Water Company 
Empire District Electric Company 
Empire Gas & Fuel Co. (Del.) 

Gary Railways Company 
Houston Lighting & Power Company 
Huntington Water Corporation 
Illinois Northern Utilities Company 
Illinois Power & Light Corporation 
Indiana Electric Corporation 
Indiana Hydro-Electric Power Company 
Indiana Service Corporation 
Interstate Public Service Company 
Iowa Power & Light Company 
Janesville (Wis. ) Electric Company 
Kansas City Gas Company 
Kansas City Power & Light Company 
Kansas-Oklahoma Gas Company 
Kansas Power & Light Company 
Kentucky Hydro Electric Company 
Kentucky Utilities Company 


Laclede Gas Light Company (St. Louis) 
Metropolitan Edison Company (Pennsylvania) 
Michigan Gas and Electric Company 
Middle States Water Works Company 
Middle West Utilities Company 
Monongahela Valley Water Company 
Monongahela West Penn Public Service Co. 
New Jersey Power & Light Company 
New York & Northern Gas Company 
New York & Richmond Gas Company 
Northern Indiana Gas & Electric Company 
Northern States Power Company of Wisconsin 
Ohio Public Service Company 
Pacific Gas & Electric Company 
Pennsylvania Power & Light Company 
Peoples Gas Company (N. J.) 
Peoples Gas Light & Coke Company (Chicago) 
Portland Electric Power Company 
Potomac Edison Company 
Public Service Company of Colorado 
Public Service Company of Northern Illinois 
Public Service Company of Oklahoma 
San Antonio Public Service Company 
Sioux City Gas & Electric Company 
Sioux City Service Company 
South Pittsburgh Water Company 
Southwestern Power & Light Company 
St. Paul Gas Light Company 
Terre Haute Water Works Corporation 
Twin State Gas & Electric Company 
United Fuel Gas Company 
Vermont Hydro-Electric Corporation 
West Ohio Gas Company 
West Penn Company 
West Penn Power Company 
West Penn Railways Co. 

Western United Gas and Electric Company 
Wisconsin Power and Light Company 
Wisconsin Public Service Corporation 
Wisconsin Railway, Light & Power Company 
Wisconsin River Power Company 
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(Continued from page 572) 
their physical elements, to keep the 
trends approximately in line. The 
reader is referred to the chart. 


Utility Finance 


Public Utility Management from its 
beginnings has advocated the principle 
of the central station, with its reliabjl- 
ity, its efficiency and its breadth of dis- 
tribution, rather than the principle of 
the isolated plant. By application of 
the same principles, utility manage- 
ment in its senior financing looks to 
the investment banker, with his relia- 
bility, his efficiency and his breadth of 
distribution. Coincidentally, _ utility 
management, through Customer Owner- 
ship, in the distribution of junior se- 
curities among those whom the utili- 
ties serve, has gone far to preserve the 
junior equities and the capital struc- 
ture; and by taking the public into 
partnership, has promoted most hap- 
pily the status of Public Relations. 

Figures have lately been announced 
which show that during 1925 the 
American investing public, of ail 
classes, has absorbed new capital issues 
in the Utilities including refunding 
operations, of an amount of nearly 
24% million dollars a week, of which 
about 23% was sales direct to cus- 
tomers. 

In regard to the ratio between senior 
and junior securities, there has been 
from time to time the swing of the 
pendulum. A well known utility man- 
ager has summarized the present situ- 
ation in this fashion: a few years ago, 
with the growing ease of raising money 
from junior securities, many operators 
expressed the view that future money 
would be raised entirely from the sale 
of issues of stock. There apparently 
is a big swing from this position, and 
a feeling that a substantial portion of 
the money should be obtained from 
senior securities, with maturing obli- 
gations, or at least senior issues of 
stock which, because of prior claim 
on assets and earnings, may be put out 
at a lower rate of return. This posi- 
tion has been recognized because it is 
seen that, in the case of a_ business 
which turns its capital only once in 
five years, money at 5 per cent means 
25 cents for fixed charges out of every 
dollar of annual income, whereas money 
on the basis of 8 per cent, commonly 
paid on stock, means 40 cents for fixed 
charges out of every dollar of annual 
income. The difference is so great that 
it is readily seen that some financial 
structure which results in a lower aver- 
age cost of money must be used. 

Public Utility Management naturally 
rears its ever-expanding structure upon 
the practical application of business 
finance. Its ramifications and its prob- 
lems would fill, and do fill, many a book. 

* * * 


In the preparation of this article, the 
writer wishes to express appreciation 
to two of his associates, for their help- 
ful suggestions: to Mr. F. W. Wood- 
cock, President, General Public Utili- 
ties Company, and to Mr. Charles Pen- 
rose, Assistant General Manager of 
Day & Zimmermann, Inc. 








A WORLD ORGANIZATION 


Nothing is more impor- 
tant to civilization than 
the control of fire. Trans- 
lated into industrial terms 
the control of fire means 
power. Nothing can be 
produced from the small- 
est article of manufacture 
to the most gigantic struc- 
ture without power enter- 
ing in as a basic factor all 
along the line. 

The basic factor in 
producing power is no 
longer the manual shovel- 
ing of coal into poorly- 
designed furnaces. The 


demands of industry and 
of the great central sta- 
tions of today are for effi- 
ciency and the gaining of 
the last ounce of energy 
from every ton of coal 


burned. 


International Combus- 
tion Engineering Corpor- 
ation for many years has 
led in the development of 
devices for the economical 
production of power. 
A large percentage of the 
great central power sta- 
tions built in the last three 
years have unhesitatingly 
adopted i its “Lopulco Sys- 
tems” for burning pulver- 
ized fuel. 

A world organization 
with subsidiary companies 
in every important indus- 
trial center, its research 
engineers constantly at 
work in New York, Lon- 
don, Berlin and Paris 
seeking new ideas and im- 
provements in the mechan- 
ical and scientific develop- 
ments and applications of 
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the more than 23 products 
of this corporation, pre- 
sents a new thought in en- 
gineering. These are some 
of the outstanding reasons 
why this organization is 
in a position to consult 
and advise as to any 
problem that may pre- 
sent itself in connection 
with your power plant. 
Not only does it build 
combustion devices but 
steam generators and 
water tube boilers which 
have been adopted by the 
most outstanding power 
plants of the world. The 
central power plant of the 
city of Berlin is under 
construction by this or- 
ganization. Two of the 
power plants supplying 
light and energy to the 
city of Paris are fully 
equipped with its pulver- 
ized fuel and other de- 
vices. Several of the great 
plants of London, the 
great central power plant 
at Buenos Ayres and 
great plants in New York 
City now under construc- 
tion have all adopted its 
fuel burning and other 
equipment as a part of the 
integral scheme, looking 
toward the efficient and 
economical production of 
power. 

Added evidence of the 


scale on which Combus- 


tion Engineering Corpo-. 


ration is serving industry 
all over the world is indi- 
cated by the fact that its 


equipment is installed in’ 


power stations in Chica- 


go, Kansas City, St. Louis, 
Milwaukee, Detroit, Bos- 
ton, Canada, and abroad 
in England, France, Ger- 
many, Holland, Belgium, 
Italy, South America, 
Africa, Japan and Aus- 
tralia. 

In many cases material 
economies that have paid 
for themselves in a short 
time have been pointed 
out, even in the cases of 
power plants where the 
management had installed 
the most up-to-date and 
modern devices but a 
short time before. The 
new products which it has 
developed within a com- 
paratively short time have 
radically changed former 
ideas as to power plant 
construction. An_ illus- 
tration is that of a power 
plant in which the owners 
are saving approximately 
$80,000 per year by elim- 
inating the brickwork in 
the furnaces and substi- 
tuting “Finn Tubes,” 
which not only eliminate 
the necessity of this 
$80,000 expenditure for 
relining the furnaces an- 
nually but to some degree 
increases the capacity of 
the boilers. 


* * x 
International Combustion En- 
gineering Corporation is located at 
43 Broad St., N. Y. C., and main- 
tains a department of its organiza- 
tion there as well as in every large 
city in the country and abroad to 
advise with power plant owners as — 
to possible economics in power pro- 
duction. This service is of course 
gratis and ts a part of the service 
which the organization is constantly 

rendering to the field. 
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Utilities Keeping Abreast of New 
Opportunities 





ROPHECY of the 
P future in the public 

utility industries is 
not the fortuitous pro- 
ceeding that it is in vari- 
ous other lines of indus- 
try. So far, it seems 
that the only result has 
been to show-that actual 
figures have greatly ex- 
ceeded the predictions. 
Especially has this been 
true in the electric light 
and power, gas and tele- 
phone industries, which 
have developed with a rapidity beyond 
the most sanguine early expectations. 
The chief problem in prophesying is to 
predict with any degree of accuracy 
just when the growth will tend off to 
normal. Clearly, the turn is many 
years away. 

Prospects for future expansion of 
the utilities are as bright today as they 
were twenty years ago, when the real 
expansion movement began. Unde- 
veloped fields will be reached and fur- 
ther expansion will be brought about 
through increased understanding of the 
public as to potential uses of the serv- 
ices. 
ent uses for electric energy alone, while 
the possible uses for gas runs to some 
21,000. 

Today there are about 64,000,000 peo- 
ple in the United States living in elec- 
trically-wired homes, 52,000,000 live in 
homes served with gas, and there is a 
telephone for every eight persons. 

The electric industry believes that the 
time is near when it will not expand 
further by taking on more residences, 
but through greater use. There are 
now only about 2,600,000 houses within 
the reach of the power lines awaiting 
wiring. The natural level of popula- 
tion increase brings about 200,000 ac- 
cessible new homes each year. It is 
estimated that the domestic market for 
electrical energy is but 7% developed. 

Quite startling have been the econo- 
mies brought about .n the greater effi- 
ciencies obtained in fuel burning dur- 
ing the past five years. The steam 
railroads use about 25% of the total 
coal produced in the country, and the 
other public utilities about 8%. The 





railroads in 1925 operated their freight 
576 





It is said there are 65,000 differ- - 


Refrigeration, Bus and Radio 
Typical of New Demands 


By ALFRED C. CHANDLER 


trains at 19% less coal per freight ton- 
mile than in 1920, and passenger train 
car-miles at 14% under 1920; this re- 
sulted in a saving of 24,467,000 tons of 
coal, equal to about $73,401,000 at cur- 
rent average prices. The electric cen- 
tral stations achieved an even greater 
saving—having produced each kilowatt- 
hour of energy in 1925 with 33% less 
fuel than in 1920. The saving in fuel 
is estimated at 20,118,000 tons, equal to 
$60,354,000. 

Researches are constantly being made 
into further methods to reduce econo- 
my and provide greater efficiency of 
service at the same or lower rates. The 
dynamo has been brought to the re- 
markable efficiency of 98% in the larger 
sizes. Through the use of the mercury 
boiler (an installation is now in use at 
Hartford, Conn.) a thermal efficiency 
of 44% of the power units has been ob- 
tained, equal to 34% thermal plant 
efficiency. 

Researches are under way, according 
to the engineers of General Electric 
Company, for the discovery of other 
such fluids. In transmission line opera- 
tion voltages of 220,000 are in use with 
highly satisfactory results over a dis- 
tance of 250 miles, and even higher 
voltages are said to appear technically 
feasible—although it is unlikely that a 
higher pressure will be required for 
general power transmission for some 
years to come. 

With the 1,200-pound pressure boiler, 
of which the new Edgar plant at Boston 
has an installation, kilowatt-hours are 
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Status of Common Car- 
rier Buses on Jan- 








uary 1, 1926 
Number of 

Buses 

Intrastate motor carriers........ 30,475 
Interstate motor carriers ...... 1,500 
Electric railway buses.......... 5,150 
Steam railroad buses .......... 375 
 vieccx tines snk ak abn ink 37,500 





(Source: Bus Transportation) 
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produced at an exceptionally low ther- 
mal efficiency. Low temperature car- 
bonization and distillation of coal also 
offers great possibilities for future 
economies, experiments now being made 
in the Lakeside plant of Milwaukee. 

The new inventions have made it pos- 
sible to generate energy more economi- 
cally in large plants with improved ma- 
chinery and operating methods and to 
transmit it economically to longer dis- 
tances. While the largest steam gen- 
erating plant of today in the United 
States is of 288,000 kilowatt capacity 
(the Lake Shore plant at Cleveland, 
which is surpassed only by the Golden- 
berg plant, of 290,000 kilowatts, near 
Cologne, Germany) there are several 
plants now under construction of from 
400,000 to 1,000,000 kilowatt capacity. 
The ultimate capacity of the Crawford 
Avenue and State Line plants in Chi- 
cago will be 1,000,000 kilowatts, and of 
the 14th Street plant in New York 
750,000 kilowatts. 

It has been pointed out that half a 
billion dollars of revenue is available 
to the electric industry through new 
business from residences already with- 
in reach of their wires, through the 
improvement of each home to a con- 
servative minimum or ideal of lighting. 
If all homes were raised ‘to the same 
standard the available revenue would 
be about one billion dollars. The home 
lighting field is, at all events, far from 
saturation and offers tremendous possi- 
bilities. 

While the majority of the energy out- 
put is sold for power purposes the 
greater part of the revenue comes from 
residential and commercial lighting 
sources. In 1925, 67% of gross reve- 
nue was from lighting and 24% from 
power; the balance being from electric 
railways and other utilities. This dif- 
ference indicates the fact that it would 
require heavy reduction in power uses 
to bring substantial decreases in the 
total gross revenue. The lighting load 
acts to stabilize gross revenues. 

On the first of the year there were 
estimated to be 142,000 domestic re- 
frigerators in use in the United States, 
of which 75,000 were sold in 1925. 
There are about 50 companies manu- 
facturing this class of equipment, and 

Please turn to page 578 
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New Issue July 2, 1926 


16,000 Shares 


Peoples Light and Power 
Corporation 


Class “A” Common Stock 
Outstanding, including this offering, 16,000 Shares 


Registrars: 
Central Union Trust Co. of New York 
State Street Trust Co., Boston A . 
Bankers Trust & Savings Bank, Minneapolis 


Authorized 100,000 Shares 


Transfer Agents: 
The Seaboard National Bank, New York 
Old neg! Trust Co., Boston 
Office of the Company, Minneapolis. 
This stock is privileged to vote if at any time dividends are not paid at the rate of one dollar per share per year. Directors | may declare 
dividends on this stock withcut doing so on Class “‘B” Stock. Otherwise this stock participates equally with the Class ‘‘B’’ Stock. 


Dividends have been declared at $2.00 per annum per share payable monthly for 1926. 


: - The Peoples Light and Power Corporation, through its subsidiary companies, will supply 
Business: public utility service in ninety-nine communities located in Wisconsin, Minnesota, Iowa, 
Washington, Oregon, Arizona and Vermont. The main source of revenue of the corporation will be from 
the sale of electricity and the majority of its electric properties are hydro-electric systems. The total 
population served by the constituent properties included in the holdings of the subsidiary companies of 
this corporation, is in excess of 170,000. Some of its constituent companies have been in continuous 
operation in the territory served since 1872, and all of them or their predecessors since 1912. 


ies: The constituent companies own 20 fully equipped power plants, of which thirteen are 
Properties: jiroclectric The rotal HEP. installed s0°9.000, of which 7200 HLP. is hydro-electric. 
There is now being constructed a new hydro-electric generating station with a capacity of 2,000 H.P., 
which will bring the total capacity of all electric plants up to 11,690. The constituent companies own 
11,800 H.P. of undeveloped water power. There are over 530 miles of electric lines, and about 25 miles 
of gas mains with gas plants having a total capacity in excess of 350,000 cubic feet. There are about 40 
miles of water mains and a pumping capacity of 8,200,000 gallons per day, and over 3,000 customers served 
with water. On June 1, 1926, the constituent companies served 11,877 customers with electricity and a total 
of 17,327 consumers, including those served with electricity, gas and water by the constituent companies. 


Earnings * Consolidated earnings of the constituent properties of the corporation are as follows: 
. TWELVE MONTHS ENDING 
December 31, 1925 


December 31, 1924 March 31, 1926 


Gross Revenues..............20. $1,029,456.44 $1,052,317.77 $1,084,874.11 
Operating Expenses, Maintenance and 
Taxes Other Than Federal Taxes... 584,949.05 594,369.52 611,986.35 










































of: SOC Un) 3 nn en $ 444,507.39 $ 457,948.25 $ 472,887.76 
Interest and Dividends on Senior 
ee PR Se ek aS 332,250.00 332,250.00 332,250.00 





Balance Available for Reserves, 


Retirements and Dividends....... $ 112,257.39 $ 125,698.25 $ 140,637.76 
Requirements for Annual Dividends on 16,000 Shares Class ‘‘A’’ Stock 
at $2.00 per Share Annually......... Rihatias SyRsieas Oreste ter wits ac oi ea ee aretene: ete $ 32,000.00 


Dividend requirements earned over 41% times 
Purpose of Issue; The proceeds of the sale of this Class “A” Stock are being used to reimburse the 
- treasury of the corporation, in part for expenditures heretofore made, and the 
balance will be used for additions and improvements to the physical properties of the constituent companies, 
or for other corporate purposes. 


M + This corporation has the benefit of the management of the W. B. Foshay Company of 
anagement Minneapolis, through that company’s control of the Common Stock of this corporation. 











Sold only in Units of Four Shares of Class “A” with One Share of Preferred 
Price Per Unit $200 
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it is estimated that from 
150,000 to 250,000 will be 
sold in 1926. 

There are about 370,000 
electric ranges in_ use, 
against about 1,600,000 gas 
ranges actually in use. 

Present average consump- 
tion of the 14,500,000 resi- 
dential customers is 350 kil- 
owatt-hours per annum per 
residence. The greatest 
proportion of increase in 
this figure is looked for 
through electric refrigera- 
tion and the electric range. 
The refrigerator load is es- 
pecially attractive to the 
companies, being a summer 
load, the period of lowest 
activity in the lighting use. 
The refrigerator requires 
little additional investment 
to the central station and 
for that reason is desirable. 

The present farm use of electric 
energy is small—only about 3% of 
the country’s farms being connected 
to the electric lines. Only 7.8% of the 
farms have electric service of any 
kind—including local farm _ plants. 
Samuel Insull has estimated that the 
total potential farm market for electri- 
cal energy is nearly 19 billion kilowatt- 
hour per annum, equal to 29% of the 
present annual output of the country. 

Only 1% of the country’s 250,000 
miles of steam railroad is electrified. 
If completely electrified the railroads 
would use some 40 billion kilowatt-hour 
of energy per annum, resulting in an 
enormous saving in coal consumption. 

The future of the industrial field for 
electric energy seems especially bright. 
The maximum potential industrial load 
of the central station today has only 


been 44% developed. There are about . 


8,000 private industrial electric gen- 
erating plants in the country, generat- 
ing an aggregate output of about 12 
billion kilowatt-hour. 

A recent survey made by the Electri- 
cal World shows that the present possi- 


























The growing popularity of electric refrigeration had added greatly 
to the summer load of the electric companies 


bilities of the electric industry are as 
follows: Gross revenues, seven billion 
dollars against one and one-half billion 
dollars today; annual _ kilowatt-hour 
sales of 300 billions against 47 billions 
today; total capitalization 22 billion 
dollars against seven and one-half bil- 
lion dollars today; and total generator 
rating, 62 million kilovolt-amperes, 
against 27 today. Complete realization 
of these possibilities would result in an 
improvement in turn-over of capital to 
a ratio of 3 to 1 against 5 to 1 today; 
the average revenue per kilowatt-hour 
would be 2.76 cents against 3.07 today, 
and the gross revenue per unit of gen- 
erating capacity would be increased 
from $54.78 to $115.76. 

Interconnection of systems, new 
methods of operations, closer public re- 
lations and increased sales efforts will, 
in the electric industry, reduce the unit 
investment in the property, reduce the 
cost of energy, bring about lower rates 
through improved load factor, and will 
bring greater returns to the millions of 
investors. 

Electric Railways: The electric rail- 
way industry, with a capitalization of 


























six billion dollars, is mak- 
ing a recovery from the 
conditions of severe competi- 
tion of vehicle traffic almost 
without parallel in Ameri- 
can business. In the last 
few years we have witness- 
ed in this industry an eco- 
nomic adjustment to the 
rapid change in methods of 
transportation, through co- 
ordination, into a transpor- 
tation industry. 

Both the city and inter- 
urban lines have been im- 
proved to meet modern ser- 
vice requirements for speed 
and comfort in travel, com- 
bined with economy. In 
New York City the street 
railway lines carry 40% of 
the total passengers. In 
Chicago the surface lines 
and the elevated system are 
carrying the greatest number of pas- 
sengers in their. history. 

The coordinated service through mo- 
tor coach transportation as an aux- 
iliary to railway operation is_ be- 
coming a commonplace in the larger 
urban districts. The Public Service 
Corporation of New Jersey handled 
26% of its passengers in 1925 on their 
auxiliary bus lines. 

The future of the transportation sys- 
tems appears brighter today than at 
any time in the past 15-years. Those 
companies whose management is prog- 
ressive and alive to the needs of the 
communities they serve have an era of 
prosperity ahead of them. 





Gas Industry 


The gas industry is more keenly 
alive to its future possibilities than 
ever before, and it is at present ac- 
tively engaged on a definite program of 
development of its residential and in- 
dustrial service. The per capita use of 
gas has risen from 7,335 cubic feet in 
1913 to 9,900 in 1925. 

(Please turn to page 610) 
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In Georgia- 
It Is Neither Hot 
Nor Cold 


HE average temperature in North Georgia is 
52 degrees. The cold mean temperature is 42 
degrees and the warmest 76 degrees. In Central 
Georgia the general average is 63, winter 47, sum- 
mer 78. Rainfall for the year average, 51 inches. 


Manufacturing plants in Georgia never find their 
workers slowed up by extreme heat or extreme 


cold. 


The mountain ranges that are largely responsible 
for this excellent health and vigor-making climate 
also make possible the hydro-electric develop- 
ment that assures a constant, dependable supply 


of low-priced power. 


No State Income Tax; no Inheritance Tax except 
that imposed by the Federal Government and 
local tax exemption for five years in many com- 
munities are other reasons for Georgia’s industrial 


growth. 


~ GEORGIA RAILWAY!» POWER CO. 


x . 
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The Investment Position of Public 
Utility Securities 


—Classes of Undervalued Utilities— 


ROM the depth of a securities de- 
pression in 1923, the public utility 
stocks shot forward into what 

proved to be a practically uninterrupt- 
ed bull market to March, 1926. In that 
space of less than three years, the 
average of listed public utility stocks 
rose from about 120 to 220, or approxi- 
mately 83%. 

Listed public utility securities of the 
older school are largely operating com- 
panies, and it can be said safely that 
in the unlisted public utilities market 
the shares of the newer holding com- 
panies registered far more sensational 
gains. At present writing, after three 
months of alternate reaction and gain, 
the present listed stock average is about 
200-205, or within hailing distance of 
the high quotations established: at the 
crest of the bull market. 

The so-called liquidation of public 
utility stocks proves to have been little 
other than the marked collapse of a few 
stocks which had been inflated beyond 
all reason, and a rather slight recession 
on the part of the great bulk of public 
utility stocks. As a matter of fact, 
public utilities were not, inflated mons- 
trously by comparison with industrials. 
Their rise in value, apart from several 
altogether exceptional instances, was 
midway between the hectic advance in 
the industrials and the rather pedes- 
trian gains of the rails. Since the 
March deflation, the utilities have acted 
well, thus indicating that four-fifths of 
the gain made since the summer of 
1928 is justified by long-term economic 
considerations. 

With reference to public utility oper- 
ating companies, it can be considered 
axiomatic that quotations on their 
stocks ought to be on the same basis, 
or even a better basis, than the rails. 
In a sense, a corporation such as Brook- 
lyn Edison is a tax-gatherer. Its serv- 
ices are automatic and monopolistic 
within its territory. It is far less de- 
pendent for its revenues upon fluctua- 
tions in the income of the population 
than is the government itself. Addi- 
tionally, it is ma field which has far 
from exhausted most of its potentiali- 
ties, so that its growth at a rate faster 
than that of population and wealth 
seems assured. Since operating costs 
are not on the upgrade, and since regu- 
lation affords a reasonable basis for 
revenues there is every cause for main- 
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By WM. J. BLECH 


TABLE I 


Largest Electric Light and 
Power Companies Ranked 


According to Output 
in 1925 
Output 
Million Kw-hr, 
Niagara Falls Power o...-.. 9,161 


Commonwealth Edison , 
pepwee ek Nees bc0<% 3,091 


(Chicago) 
Edison-United Cos., New York 2,263 
_—_ Gas & Electric Co, 


"ee ee 2,001 
Southern California Edison ioe 
CESS oF60 85 

Detroit Edison Co........... 1,732 

Philadelphia Electric Co...... 1,622 
blic. Service Electric & Gas 

Co. (New Jersey) ........ 1,358 
West Penn System (Pitts- 

8 SORES FR 1,317 

Montana: Power Oo; .......... 1,234 


TABLE II 


Largest Gas Companies 


Ranked According to 


1925 Sales 
Sales in 
Company Million Cu. Ft. 
Consolidated Gas Co. of N. ¥. 41,772 
Peoples Gas Light & Coke Co. 

On LEO ee 32,501 
Brooklyn Union Gas Co...... 20,392 
Equitable Ilg. Gas Lt. Co. 

(Philadelphia) ............ 20,300 
Public Service Elec. & Gas Co. 

SNE DANED re bn hd oa0c 5 odole 6% 20,294 
Detroit City Gas Co......... 18,490 
Pacific Gas & Electric Co, 

(San Francisco) .......... 16,201 
Consolidated Gas El. Lt. & Pr. 

Co. of Baltimore .......... 10,373 
Boston Consolidated Gas Co.. 8,872 
Laclede Gas Light Co. (St. 


MOUND no5's 8 Gheips 050005045 7,831 


TABLE III 


Largest Electric Railway Com- 
panies Ranked According 


to Passengers Carried 


in 1925 
Pacsengers 
Rank Company (Millions) 
Chicago Surface Lines ........ 1,516 
Interborough Rapid Transit Co. 
RED. ARGS hae rand ewes tec's 1,104 
Phila. Rapid Transit Co....... 914 
-Man, Transit Co..... 865 
Detroit Municipal Ry. (Rail- 
 & 2 ee eee 481 
Boston Elevated Railway...... 427 
United Railways of St. Louis. 416 
Public Service Ry. Co. (N. J.) 415 
Cleveland Railway ............. 388 
Third Avenue Railway System 


le Rado osiv cess cesveseas 344 
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taining that the stock of the Brooklyn 
Edison Co. is a quality stock. 

Certainly there is no reason at all 
why New York Central or Atchison 
is to be construed more favorably. 
Brooklyn Edison has all of their eco- 
nomic virtues, and in addition has pos- 
sibilities of speedier accretion in rev- 
enues. Hence a great deal of loose talk 
about deflation of the utilities ignored 
the premier investment quality that had 
come to characterize the very best of 
utility stocks. 

The investment position of the hold- 
ing company, is, of course, to be con- 
sidered in another manner. It lives 
primarily out of dividends paid upon 
junior securities of the corporations it 
controls, plus, in many cases, fees for 
management. On the ground of diver- 
sification of risks, both as to number 
and as to geographical distribution, 
it is superior to the single operating 
company. In the matter of its receipts 
primarily from junior securities, it 
should at least rank with the junior 
securities of the best operating com- 
panies. 

While the securities issued by it are 
in effect, primarily, collateral issues 
against stock-holdings in controlled 
corporations, nevertheless such collat- 
eral issues are often very superior. Of 
course the entire question here turns 
upon how many senior securities, such 
as bonds and preferred stock, have been 
issued against such collateral assets, 
and, secondly, how far these bonds and 
preferred stocks absorb the income de- 
rived by the holding company primarily 
from junior securities of the compa- 
nies it controls. Obviously, then, the 
common stock of holding companies 1s, 
as a rule, just a notch lower in pure 
investment quality than is the common 


stock of a conservatively capitalized 


operating company. 

But there is a compensation for the 
stockholder that at certain times acts 
as an offset to this slightly deferred 
position. That is to say, the compara- 
tively small volume of holding company 
common stock is entitled to all of the 
residue of earnings of the controlled 
companies, over and above reasonable 
allocation to surplus, and often the 
disbursements that can be made from 
this source are almost fantastically 
large. It may be pleaded, and often 

(Please turn to page 582) 
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PUBLIC SERVICE CORPORATION 
OF NEW JERSEY 


Controlling through stock ownership Public Service Electric and Gas 
Company, Public Service Railway Company, Public Service Railroad 
Company, Public Service Transportation Company, Public Service 
Production Company, Public Service Electric Power Company. 


SS 


EXTENT OF OPERATIONS 


PERATING subsidiaries of the corporation provide electric, gas and 
local transportation (street car, bus and ferry) in a territory that reaches 
from the Hudson to the Delaware, contains five out of every six residents of 
the state and more than ninety per cent. of its manufactures. The Production 
Company carries on a widespread general engineering and construction business. 


REVENUE 


FOR THE TWELVE MONTHS ENDING MAY 31, 1926 


Operating revenues of subsidiary companies were $99,925,957. 
An increase over the twelve months ending May 31, 
1925 of $9,558,754. 


Net increase in surplus before dividends was $12,424,259. 
A gain over the twelve months ending May 31, 1925 of 
$4,420,581. 


BUSINESS 


FOR THE TWELVE MONTHS ENDING MAY 31, 1926 


a of electric current amounted to 982,057,239 kilowatt 
ours. 
An increase over the twelve months ending May 31, 
1925 of 176,123,983 kilowatt hours. 


Sales of gas amounted to 21,480,932,000 cubic feet. 
An increase over the twelve months ending May 31, 
1925 of 1,519,987,000 cubic feet. 


Passengers carried on cars and buses reached a total of 
580,274,603. 


An increase over the twelve months ending May 31, 
1925 of 50,449,254. 








The operating utility companies of Public Service Corporation of New Jersey 
| serve one of the most prosperous and rapidly developing 
sections of the United States. 


| | 


JULY 17, 1996 581 























THE MAGAZINE OF WALL STREET'S 


I Mid-Year Review of Public 


@ 


Utilities 











Security Issues of Public Utilities, Railroads and 


Total Corporate Issues, 1912-1925 


IN MILLIONS OF DOLLARS 





Total 
Corporete 


1, 
1, 
» 


Public 
Utilities 


763 
438 
469 
323 
604 
342 
479 
550 
497 
671 
980 
138 
529 
725 


Per Cent of 

Corporate 
31.7 
49.6 


Per Cent of 
Corporate 
33.8 
26.6 
32.6 
22.5 
27.6 
22.3 
35.6 
18.2 
16.7 
28.1 
31.9 
35.3 
39.9 
36.5 


Railroads 
117 
816 
739 





Data from 1912 to 1919, inclusive, from New York Journal of ene: from 1920 to 1925 
from Commercial and Financial Chronicle. 
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Continued from page 580) 

is, that such a blessing may easily be 
turned into a curse. If the residual 
earnings should decline by a small 
amount, that will the more easily de- 
prive the common stockholders of hold- 
ing companies of any dividends what- 
soever! 

Theoretically that is true, but what 
we have now to face is an actual mar- 
ket situation in the stocks. The up- 
ward trend in gross revenues, accom- 
panied by at least static operating costs 
per dollar of gross revenues, means 
that the public utility industry, espe- 
cially electric and gas companies, is in 
a dynamic position, and that an upward 
curve is normal. For the next few 
years such accessions of earnings, 
translated marketwise, can mean noth- 
ing else than the favored position of 
common stock in conservatively organ- 
ized holding companies. 

Two things then are clear. The best 
quality of operating companies in the 
gas and electric industries ought to 
rank with the best stocks of any type 
whatsoever. And the best common 
stocks of conservative holding compa- 
nies, combine a good position with spec- 
ulative merit. Apart from general 
stock market cycles, then, the upward 
trend in value of these securities, all 
other things being equal, can be con- 
fidently expected. 

The last position may seem to the 
captious to be too much hedged to 
have any value. But such hedging 
arises out of three important market 
situations. In the first place there is 
the important restriction of new capi- 
tal requirements. It is well known that 
several of the strongest public utility 
holding companies are paying stock 
dividends, or small cash dividends in 
order to buttress their new capital po- 
sition. The second limitation concerns 
quality of the companies. Some utili- 
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industrials and some 
wisely managed than 
others. These corporations have at 
times followed mistaken and costly 
policies. They are a minority among 
holding companies; it would be accur- 
ate to say they are a small minority. 
A little training will acquaint the in- 
vestor with them, and he can turn his 
attention to the others, at once. The 
third restriction, that of the general 
securities market, is introduced but 
not as a factor that will really militate 
against the future of the utilities. Just 
as the recent bear market reduced the 
average of utility common stocks by 
less than 10%, part of which loss was 
recovered almost immediately, so in the 
future the utilities may be expected to 
continue their comparatively indepen- 
dent course. But momentary deflections 
may take place. When the utilities are 
in a strong position, the tempo of their 


ties, like some 
rails, are less 


gains may be accelerated by an unusu- 
ally active stock market. On the other 
hand, when the stock market is weak 
generally, it will temporarily arrest the 
rise in quotations, and may reduce 
therh, at most by the percentage dem- 
onstrated by the break in March, 1926. 
Hence both exceptions may be ruled 
out. The long-term trend of high- 
grade utilities is upwards, fundament- 
ally. From this position there can be 
no dissent. 

The crucial question of new capital 
requirements is one that the average 
investor is gradually learning, and once 
having learned can never forget. The 
ratio of capital investment to annual 
returns is greatest in public utilities, 
Whereas in many industries gross an- 
nual sales exceed the capital invest- 
ment, and in many instances, such as 
in retail stores, often are many times 
the capital invested, in public utilities 
the average investment is calculated 
variously, but rarely far away from 
four to five times annual gross reve- 
nues. This is not the whole story. If 
that were a static situation the investor 
could rule it out, and act marketwise 
as though it had no significance. But 
the expansion of public utilities is the 
real key to their investment policy. 
They must forever expand their activi- 
ties, and in doing so must invest in the 
added facilities, from four to five times 
the amount of gross they can expect, 
say, within one year after completion 
of the new facilities. Hence the increase 
of assets is always expensive, and the 
fruits of the increase in earning power, 
frequently deferred. It is this capital 
requirement feature that has hitherto 
acted as a barrier to such extensive 
benefits in cash disbursements to com- 
mon stockholders in holding companies, 
as is indicated by theory. 

While this dilemma is a consequence 
of growth of the utilities, and while its 

(Please turn to page 612) 








Record of Public Utility Security Issues ( ‘anne, 
Traction) 1906-1925 


IN MILLIONS OF DOLLARS 
PROPORTION OF FUNDED DEBT AND STOCKS 





1915-16-17 
1918-19-20 


Funded 


Per Cent 
of Total 


23.55 
27.04 
19.30 
22.35 
11.42 
18.80 
80.82 
22.94 
34.09 
31,83 
24.46 


Per Cent 
of Total 


76.45 
72.96 
80.70 
77.65 
88.68 
81.20 
79.18 
77.06 
65.91 
68.17 
75.54 


Stocks 
216 
335 
298 
304 
171 
126 
302 
261 
521 
549 

3,083 


Debt 
704 
905 

1,248 
1,058 
1,326 
545 
678 
877 
1,008 
1,176 
9,525 














Data from 1906 to 1920 from Investment Bankers’ Association of America —, May 28, 
1921. Data from 1921 to 1925 from Commercial and Financial Chroni 
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Over 50 Years of A Leading Factor in the $7,500,000,000 
zy ? 3 ? 
. || Service to Investors ee ie 
het ectric Light and rower Industry 
eak FOR more than half a_cen- 
on “re ia tee ern pe pons The many large industries located in Cleveland, St. Louis, Milwaukee 
securities. and San Francisco and adjacent territories afford to the subsidiaries of 
a THE NORTH AMERICAN COMPANY serving those important 
Pe WE invite you to consult with centers unusually wide diversity of uses of their electric output. 
led us in respect to your invest- The number of electric customers and capacity of generating plants 
gh- ments and request that you write as of March 31, 1926, and electric output for the year ended March 31, 
nt- for our carefully selected 1926, of the four operating groups of properties and the total system, as 
be now constituted, were as follows: 
: Electri Electri 
. 6% and Safety List Properties Electric Goneuty Selene 
ital . Customers w. Kw-hr. 
Age recently compiled by our infor- 247,288 306,900 1,026,845,573 
nce mation department. Wisconsin-Michigan 215,197 276,375 889,736,144 
The Missouri-Illinois-lowa 260,912 393,050 1,236,981,621 
ual Mailed upon request to Dept. M.W. California 133,220 276,715 1,203,936,850 
ies. ee eee ae 
Total System 856,617 1,253,040 4,357,500,188 
an- © x D ’ ’ ’ ’ ’ 
i Orvis Brothers 6 @ 
hes éeiasduiaaad * ee The North American Company and Subsidiaries 
w Yor : : 
ies 60 Broadway ” Consolidated Income Statement, Year ended March 31, 1926 
ted BRANCH OFFICES 
: Gross EARNINGS $99,702,637.27 
a lene age tne 4 7 Gannon, OPERATING EXPENSES, MAINTENANCE AND TAXES 57,699,606.12 
Atlantic City, N. J. Bare AE A 
If ee Sea ” Net INcoME FROM OPERATION $42,003,031.15 
tor Members OTHER Net INCOME 4,048,059.63 
ise Hew York ottes Cakenee 346.051.09078 
Sut Chicago Board of cog $46,051,090.78 
the N. Y. Coffee & Sugar Exchange DEDUCTIONS: 

New York Produce Exchange Interest Charges $14,228,041.95 
cy: New Orleans Cotton Exchange Preferred Dividends of Subsidiaries 5,850,403.32 
he Minority Interest 1,274,417.93 
he eee ER Se 
1es TotaL DEDUCTIONS $21,352,863.20 
ct, ——— 
on BALANCE FOR DEPRECIATION RESERVES, DIVIDENDS AND 
= 116 teed || |) oe 5 cc 
= uaran ee ESERVES FOR DEPRECIATION 185,840. 
of sagen 
a DivipENDS ON NortH AMERICAN PREFERRED STOCK 1,782,483. 
» || 8% Bonds __ anes 
ve $12,729,903.51 
n- We endorse each bond guarantee- DivipENps on NortH AMERICAN Common STOCK 3,422,634.25 
“ inginterest and principal, which we oo 
be collect and pay promptly. Bonds To Surplus AFTER ALL DrvipENDS AND RESERVES FOR 

are secured by first mortgages on TwELVE MontHS $9,307,269.26 
ce centrally located office buildings, ToTaL TO DEPRECIATION RESERVES, AND TO SURPLUS AFTER 
ts commercial property, hotels and ALL DIVIDENDS $19,493,109.58 


apa:tments in Florida worth twice 
amount of loan, as determined by 


independent appraisals. We sell in- 

dividual 87% mortgage loans known THE NORTH AMERICAN COMPANY 
as“standard lifeinsurancecompany 

loans.’”” Many insurance and trust 60 BROADWAY NEW YORK 
companies purchase our securities. 
Our company, established seven 
years ago, specializes in first mort- 
gage loans. Interest payable New 
York City if desired; titles insured 


by New York Title and Mortgage 
ompany. Booklet MW gives full T } 
1e 


particulars, 
North 
Palm Beach ! American 


Guaranty 
Company 


Net Assets Over $1,300,000 
Guaranty Building 


West Palm Beach, Florida ; 


ee 
: JULY 17, 1926 


Company 





















































Public Utility Security Suggestions 


BONDS 


1: FOR INCOME ONLY 
Operating Companies 


Price 
Commonwealth Edison “B” 5s, 1954... .104 
Central Illinois Light Ist 5s, 1943 102 
New York Edison 6%4s, 1941 
Central Maine Power 5s, 1939 
Connecticut Ry. & Lighting 4%s, 1951.. 9414 
North Shore Electric 5s, 1940 


Blackstone Valley Gas & Elec. “A” 5s, 
1951 


Colorado Power 5s, 1953 

Denver Gas & Electric 5s, 1949 

Nashville Ry. & Lt. Ist 5s, 1953 

Ogden Gas 5s, 1945 

Alabama Power Ist & Ref. 5s, 1951.... 99% 
St. Louis County Gas “A” 5s, 1951 99% 
New York Dock 4s, 1951 

Indianapolis Gas 5s, 1952 


Consumers Elec. Light & Power (New 
Orleans) 5s, 1936 


New Amsterdam Gas, 5s, 1948 
Twin States Gas & Elec., lst & Ref. 5s, 
1953 


Pacific Gas & Electric Ist 544s, 1952....104%4 
Wilmington Gas Co. 5s, 1949 

Laclede Gas 5%s, 1953 

Central Georgia Power 5s, 1938 

Burlington (Vt.) Gas Light 5s, 1955.... 95 


Consol. Gas & Elec. Lt. & Power of 
Baltimore, 5%4s, 1952 


Seattle Lighting, Ref. 5s 1949 

Los Angeles Gas & Elec. “G” 6s, 1942. .106 
United Fuel Gas 6s, 1936 

Wash. Coast Utilities Ist S. F. 6s, 1941..104 
Kansas Gas & Electric 6s, 1952 

Ohio Public Service 7s, 1947 

Toledo Edison Ist 7s, 1941 


2: FOR INCOME ONLY 
Holding Companies 


Price 


Massachusetts Gas Co., 5%s, 1946 


American Water Works & Electric, 
Coll. 5s, 1934 


Commonwealth Power, 6s, 1947 
Public Service of N. J., 6s, 1944 
Standard Gas & Electric, 6s, 1935 





BONDS (Continued) 


3: FOR INCOME AND PROFIT 
Operating Companies 


Price 
Montr’l Tramways, Gen. & Ref. 5s, 1955.. 94 
Georgia Ry. & Power, 6s, 1948 
Gt. West’n P’w’r Co. of Cal. “C”, 6s, 1952. .105 
Dallas Gas, Ist 6s, 1941 
N. Y. & Richmond Gas, Ist 6s, 1951....1025 
Manhattan Ry., 4s, 1990 
Brooklyn Manhattan Transit, 6s, 1968... 97% 


4: FOR INCOME AND PROFIT 
Holding Companies 


Price 
Federal Light & Traction, 5s, 1942 
Continental Gas & Elec., “A” 6s, 1947..10234 
Amer. Gas & Elec. Deb., 6s, 2014 100% 
American Power & Light Deb., 6s, 2016.100 


Southeastern Power & Lt. “A” 6s, 
2025 (ex-warrants) 


Central States Electric Deb., 6s, 1945... 96% 
Lehigh Power Sec. Corp., Deb. 6s, 2026.9414 
National Power & Light, Income 7s, 


PREFERRED STOCKS 





5: FOR INCOME ONLY 


Operating Companies 


Price 
Cleveland Elec. Illuminating 6% 
Commonwealth Edison 8% 
Blackstone Valley Gas & Elec. 6% 
New York Telephone 6.5% 
Rochester Gas & Elec. “C” 6% 
Public Service of Northern Illinois 6%.. 
Pacific Gas & Electric 6% 
Dayton Power & Light 6% 
Southern California Edison 6% 
Southwestern Bell Telephone 7% 
Col. Ry. Power & Lt. com. Ist pfd, 6%.. 
Los Angeles Gas & Electric 6% 
Duquesne Light 7% 
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PREFERRED STOCKS (Continued) 


Price 





Mississippi River Power 6% 
California Electric Generating 6% 


Long Island Lighting 7% 

Consolidated Gas of Baltimore 8% 

New Jersey Power & Light 7% 
Wheeling Electric 6% 

Pennsylvania Power & Light $7 
Alabama Power 7% 

Syracuse Lighting 7% 

Nebraska Power 7% 

Birmingham Electric $7 

Carolina Power & Light $7 

Dallas Power & Light 7% 

Idaho Power 7% 

Kings County Lighting “B” 7% 

Utica Gas & Electric 7% 

Connecticut Light & Power “A” 8%.... 
Northern Indiana Gas & Electric 7%.... 
Minnesota Power & Light 7% 

El Paso Electric Co. (Del.) “A” 7%... 
Kansas Gas & Electric 7% 

Pacific Power & Light 7% 

Toledo Edison Prior 8% 

Elmira Water, Light & Ry. 7% 

Iowa Ry. & Light 7% 

Southwestern Power & Light 7%....... 95 


6: FOR INCOME ONLY 
Holding Companies 


Electric Bond & Share 6% 

North American $3 

Consol. Gas of N. Y. (restricted) $3.50.. 
Philadelphia Co. $3 

Columbia Gas & Electric 7% 

North American Edison 6% 

American Gas & Electric $6 

American Power & Light 6% 

Public Service of N. J. 8% 

Commonwealth Power 6%..........+++ 87 


7: FOR INCOME AND PROFIT 
Operating Companies 


Price 
Adirondack Power & Light 7% 
Virginia Electric & Power 7% 
Hudson & Manhattan 5% 
Central Illionois Public Service 6%.... 90 


for JULY 17, 1986 





PREFERRED STOCKS (Continued) 


Price 





Georgia Railway & Power lst 7% 

Jersey Central Power & Light 7% 

Utah Power & Light 7% 

Tennessee Electric Power Ist 7% 
Arkansas Light & Power 7% 

Ohio Public Service 7% 

Pennsylvania Electric 7% 
Pennsylvania-Ohio Power & Light 7%.. 98 
Penn.-Ohio Edison 7% 

Brooklyn Manhattan Transit $6 

North Carolina Public Service $7 
Pennsylvania-Ohio Electric 7%......... 96 
Vermont Hydro-Electric Part. 7% 


8: FOR INCOME AND PROFIT 
Holding Companies 


Price 
Middle West Utilities $7 
American Water Works & Electric 7%.. 
Federal Light & Traction 6% 
National Power & Light $7 
Southeastern Power & Light $7 
Continental Gas & Electric prior 7%... 
Utilities Power & Light 7% 


COMMON STOCKS 





9: Operating Companies 


Div. 
Philadelphia Electric 2 
Brooklyn Union Gas 4 
Con. Gas, Elec. Lt. & Power of Balt.51 © 2% 
Consolidated Gas of New York ....101 5 
Brooklyn Edison 8 
Edison Elec. Iluminating of Boston.214 12 
Commonwealth Edison 8 
Detroit Edison 8 
Public Service of North Illinois .. 8 
Pacific Gas & Electric 8 
Peoples Gas of Chicago 8 
Hudson & Manhattan 2 


10: Holding Companies 


Price Div. 
American Light & Traction 8 
United Gas Improvement 4 
Federal Light & Traction 40 
Commonwealth Power 2 
Western Union Telegraph 8 
Public Service of N. J. .....0080 86 5 
Columbia Gas & Electric 5 
American Telephone & Telegraph. .140 9 


Yield 
6.67 
6.67 
6.78 
6.83 
6.86 
7.00 
7.07 
7.14 
7.21 
7.21 
7,29 
7.29 
7.29 


Yield 
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Statistical Comparison of Public Utility Common Stocks 
Listed N. Y. Stock Exchange 





$ Earned Per 
Sharo 1924 


$ Earned 
er 
Share 1925 


$ lst Quarter 
1926 


Dividends 
$ per Share 
924 1925 





All-America Cables 13.36 


14,12 


3.42 


6% 





American Tel. & Tel 11,31 


11,79 


3.02 


9 





American Power & Light 3.39 


4.28 


14.56 





Amer. Water Works & Elec 


3.91 


54,17 





Amer. & Foreign Power 


170,71 


N.P. 





Brooklyn Edison 


10.00 





Brooklyn Manhattan 


64,64 





Brooklyn Union Gas 


6.30 





Columbia Gas & Elec....... TTT TTT 


5.38 








Consolidated Gas of N. Y¥ 


6.98 





Detroit Edison 


10.67 





Elec. Power & Light 


1,01 





Federal Light & Trac 


192,68 


201.40 





Gen. Gas & Elec 


3.17 





Havana Elec. Ry., Lt. & Power.... 


12.45 





Hudson & Manhattan 


3.81 





Interboro Rapid Transit 


63.28 





International Tel, & Tel 418,11 


1416.82 





Laclede Gas 15.35 


15.38 





Louisville Gas & Elec. 2.17 


3.86 





Manhattan Ry. 64,18 


63,06 





Manila Electric 4.01 


4.79 





Market St. Railway Sed se ewes sobe Nil 


Nil 








Montana Power 


5.39 





WNational Power & Light..... ccoese 


1.42 





Newp’t News & Hampt. G. & E 


9.63 





Niagara Falls Power .. 


2.51 





North American Co 


3.73 


282,10 132,10 





Omnibus Corp. 


0.14 





Pacific Gas & Elec.......... 


9.52 





Pacifio Tel. & Tel 


9.03 





Peoples Gas of Chicago 


11,54 





Philadelphia Co. 


7.10 





Public Service Corp. N. J 


6.45 





Radio Corp. of America 


2.34 





Sif8outhern Calif. Edison 


10.60 





Standard Gas & Eleo 


4.23 





Third Avenue R. R 





Twin City Rapid Transit ...... 





United Railways Investment 





Utilities Pow. & Light ‘‘A’’ 


2 6.5 





West Penn Elec. ‘‘A’”’ Sa 


ay 


7 14 





covces 12.36 


Western Union Telegraph 


15.20 


7 7 8 147 5.4 





1 Full year ended Feb. 28, 1926. 


274%4% in cash and 2% in stock on 100 par value; new stock (ex- 
changed 10 for 1) paid 25c in cash and 1/50th share common 


stock, 
8$1 in cash and 1/25th share in common stock. 
4 Plus common stock. 
612 months ended April 80, 1926, 
@ Year ended Jure 30. 
7 Earned in 11 months ended ay! $1, 1926, 
8 Also paid special dividend 
® Earned in 10 months row te g April 80, 1926. 
10 Paid on stock of $100 par value. 
1 Includes 1% extra. 
12 Year ended March 381, 10926. 
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18 Represents cash dividend; if desired, i 
fae ae a sg stockholders may receive 
14 Including non-recurrent income, 
15 Plus 2/60th of a share in common stock. 
% Before depreciation. 
1712 months ended June 30, 1925. 
. » oe a May 31, 1926, 
ngs on present capitalization. 
20 Paid partly in preferred a ma - 
71 Stook split up in 1926 4 for 1, 
2 On old $100 par stock. 
% 12 months ended Feb. 28, 1926, 
% New consolidation. 
N.P.—Not published. 
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Common Stock (No Par Value) 










Pacific Steel Boiler 
Corporation 


(Full Voting Privileges) 







LISTED ON NEW YORK 
CURB MARKET 









This Corporation, one of the 
largest makers of domestic and 
commercial steel boilers in the 
world, has declared an_ initial 
quarterly dividend at the annual 
rate of $1.00 per share. 














At present price the Common 
Stock yields approximately 


| 8% 
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An exhaustive analysis will be sent 
on request. 


A GREAT LAKES FREIGHTER 
is loaded with copper ore in northern 
Michigan . . . a sheep is shorn in West 
Texas ...a home is lighted in New 
Hampshire or Illinois or Louisiana .. . 
oil is pumped from a well in Oklahoma 
. « « a loom operates in a New England 
textile mill . . . coal is mined in Ken- 
tucky . . . a farmer’s wife in Wisconsin 
makes toast for breakfast .. . 


IN THESE AND COUNTLESS OTHER 
tasks, large and small, the subsidiaries of 
the Middle West Utilities Company par- 
ticipate daily, providing essential services 
in New England, in the Middle West and 
in the Southwest. 







NOYES & JACKSON 


Members New York Stock Exchange 
42 Broadway New York 
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unlimited variety of economic activities are served 
by the operating companies of the Middle West 
Utilities Company. The system as a whole is thereby 
- protected from temporary sectional or occupational B 


4 Widely diverse geographical sections and an almost 





depression, while contributing to and sharing in the 
prosperity of 1654 communities in nineteen states. 


‘MIDDLE WEST : 


‘UTILITIES COMPANY 
72 West Adams Street -Chicago 


Securities of the Middle West Utilities Company are list- 
ed on the Chicago Stock Exchange. Ask your invest- 
ment banker about the Preferred and Prior Lien issues. 









CARL H. PFORZHEIMER & CO. 


Specialists in Standard Oil Securities 
25 Broad Street New York 
Phone, Hanover 5484 
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LY 17, 1926 587 








Established 1873 


Members N. Y. Stock Exchange 





Accounts Carried 


Conservative Margin 


Daily or Weekly 
Market Letter 


on request 





25 Broad St., New York 
Telephone Hanover 8030-8045, Incl. 























Chain Stores 


A development in 
merchandising that has 
made remarkable progress 
in the past ten years and 
is showing consistent 
gains in sales and profits. 
The appreciation in the 
value of chain store secu- 
tities has been noteworthy. 


A System 


Established six years, 
Operating 18 Dept. Stores, 
Annual Sales Rate $6,000,000 


Is now entering its second 
stage of expansion. We 
believe the listed common 
stock has excellent con- 
structive possibilities. 


Analysis on Request 
- = ++ TEAR OFF—MAIL - - - - 


Send me analysis without obligation. 


STEELE & Co. 


MUNICIPAL BONDS AND 
INCOME STOCKS 


52 Broadway, New Y ork,N.Y. 


PHoneé WHITEHALL 7187 























Unlisted Utility Bond Index 


Holding Companies 


Invest- 
ment Bid 
Price 


American Gas & Electric 6s, - 100% 
American Power & Light 6s, Series A, 2016 Be 99 
Continental Gas & Electric 6s, 1947 es 102 
National Power & Light, Inc., 7s, 1972 oh 103% 
Southwestern Power & Light Ist Mtge. 5s, 1943 7 97% 


Power Companies 


Alabama Pcwer Co, Ist Ln. & Ref. 6s, 1951 
Appalachian Power Co. Ist 5s, 1941 

Arizona Power Ist 6s, .1933 

Binghamton Lt., Heat & Power Ist Ref. 5s, 1946 
Central Ga, Power Co. Ist 5s, 1938 

Consumers El. Lt. & Pwr. New Orleans, Ist 5s, 1936 
Great Western Power Co. Ist Ref. 6s, 1952 
Idaho Power Co. 5s, 1947 

Illinois Power & Light Ist & Ref. 6s, 1953 
Kansas Electric Power Ist Series A, 6s, 1937 
Memphis Power & Light 5s, 1948 

Mississippi River Power Ist 5s, 1951 

Nebraska Power Corp. Ist 6s, 1949 
Nevada-California Electric Ist 6s, 1946 

New Jersey Power & Light Ist 5s, 1936 
Niagara Falls Power Ist & Cons. Mtge. 6s, 1950 
Ohio Power Co. Ist Ref. 7s, 1951 

Puget Sound Power & Light 5%s, 1949 
Tennessee Power Co, Ist 5s, 1962 

Texas Power & Light Co. Ist 5s, 1937 

Virginia Power Co. Ist 5s, 1942 

Washington Coast Utilities Ist Mtge. 6s, 1941 
Yadkin River Power Ist Mtge. 5s, 1941 


Burlington Gas & Light 5s, 1955 

Cons. Cities Light, Power & Traction Ist 5s, 1962 
Dallas Power & Light 6s, 1949 

Gas and By-Products Co., Ist lien & coll. 7s, 1939 
Indianapolis Gas Co. Ist 5s, 1952 

Oklahoma Gas & Electric 5s, 1950 

Pacific Gas & Electric Ist & Ref. 5%s, 1952 
Portland Gas & Coke Ist 5s, 1940 

Seattle Lighting Co. Ref. 5s, 1949 

Tri-City Railway & Light 5s, 1930 

Twin State Gas & Electric Ref. 5s, 1953 

United Light & Railways 6s, 1952 

Wilmington Gas Co. 5s, 1949 


Traction Companies 


Brooklyn City & Newton Ist 5s, 1939 

Columbus Street Railway Ist 5s, 1932 
Galveston-Houston Electric Railway 1st 5s, 1954 
Georgia Light, Power and Railway 5s, 1941 
Nashville Railway & Light 5s, 1953 


Telephone and Telegraph Companies 
Chesapeake & Potomac Tel. Co. (Va.) Ist 5s, 1943 100% 102% 
Home Tel, & Tel. Co. of Spokane Ist 5s, 1936 100 101 
Ohio State Telephone Co. Ref. 5s, 1944...,.........2.2005. A.. 101 102 
Southern California Telephone Ist & Ref. 5s, 1947 100% 101% 


Yield computed at the asked price. Average yield 5.38%. 
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GENERAL PUBLIC UTILITIES COMPANY 


A Public Service Organization furnishing Electric Light 
and Power, Ice and Water Service through a group of 
Properties operating in 68 rapidly growing cities and 
towns, strategically located in Louisiana, Texas, New 


Mexico, Arizona, Florida, Nebraska and South Dakota 
e 


Earnings of 
General Public Utilities Company 


Twelve months ended Twelve months ended 
December 31, 1925 May 31, 1926 


Gross Earnings : ; . $3,699,178 $3,915,595 


Operating Expenses, Maintenance and 
Taxes, other than Federal Income Tax _ 2,233,434 2,346,596 


Net Earnings ; , : j . $1,465,744 $1,568,999 


©) 
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UNDER THE MANAGEMENT OF 


DAY & ZIMMERMANN 


INCORPORATED 























UTILITIES POWER & LIGHT CORPORATION 


New York 


Chicago 
327 So. LaSalle St. 100 Broadway 


Shareholders in FORTY-TWO STATES 


Gross Earnings of Subsidiary . . . and Controlled Companies is in excess of 


FOURTEEN MILLION DOLLARS 


Subsidiary and Controlled Companies operating in TWELVE STATES 


Service Rendered to More Than 


ONE MILLION PEOPLE 


ELECTRICITY, GAS, WATER, TRANSPORTATION 


UTILITIES POWER & LIGHT CORPORATION 


We Prosper As We Serve 
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Business Continues Fairly Active 
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Seasonal Slackening Not Severe as 


Demand Holds Up—Prices Firmer 





STEEL 











New Buying Increases 


year has brought forth the fact 

that production was the greatest 
on record. Probably, the record for 
consumption during this period was 
equally satisfactory. From this, how- 
ever, it is not to be taken that produc- 
tion or consumption during the second 
quarter was as good as the first. Pres- 
ent production for the industry is 
about 80%, comparing with nearly 
90% during the earlier months. Dur- 
ing the past month, however, new de- 
mand has been stimulated and in some 
cases the increases amount to 50%. It 
is to be doubted that this record can 
be equalled in July and August. Some 
of the new buying recently reported 
has been for replenishment purposes 
and will undoubtedly slacken in the 
near future. Another factor is that 
the increase in price of certain prod- 
ucts has driven in some business, but 
that consumers are beginning to doubt 
whether the present price level can 
hold, and are holding back from mak- 
ing new commitments. While reces- 


(Please turn to page 630) 


i. close of the first half of the 


COMMODITIES* 


(See Footnote for Grades and 
Unit of Measure) 











— ———— + 


Hig h Low *Last 


Meoel £2) - \«..0.0s0% —_— 00 $35.00 $35.00 
Pig Iron (2).... 20.00 18.00 18.00 
Copper (3) ...... 0.14% 0.18%  0,18% 
Petroleum (4) .. 3.65 3.65 3.65 
Deal (6) .....00. 2.17 1.87 1,87 
Cotton (6) ...... 0.21 0.18 0.18% 
Wheat (7) ...... 2.10 1.59 1.59 
Oe eer 0.81% 0.69 1,71 
H Pee ake ped 0.14% 0.11% 0.14% 
Steers (10) 0.11 0.09% 0.10% 
Coffee (11)...... 0.20% 0.17% 0.19% 
Rubber (12) .... 0.98 0.43 0.44 
Wool (13) ..... 0.54 0.43 0.44 
Tobacco (14) ... 0.19 70.19 0.19 
Sugar (15) ..... 0.04%, 0.04 0.04% 
Sugar (16) ..... 0.055% 0.05% 0.055% 
Paper (1%) .:... 0.03%, 0.03% 0.03% 





*July 3. 

(1) Open hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
©. per pound; (4) Pennsylvania, $ per bar- 
rel; (5) Pittsburgh, mine run, $ per ton; 
(6) Spot, New York, c. per pound; (7) 
No, 2 red, New York, $ per bushel; (8) 
No. 3 Yellow, Chicago, $ per bushel; (9) 
Light, Chicago, c per pound; (10) Top, 
Heavies, hes C. yl Ib.; (11) Rio, No, 
7, Spot, c. per lb.; (12) First Latex crepe, 
©. per Ae (18) Ohio, Delaine, unwashed, 
o. per lb.; (14) Medium Burleigh, Ken- 
tucky, c. per Ib.; (15) Raw Cubas, 96° 
Full, Duty, c. per lb.; (16) Refined, oc. per 
lb.; (17) Newsprint per carload roll, c. per 
Ib. Change from 1924 to 1925 crop. 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—AMill operations show prospects of continuing at a 
slightly higher rate than the average for this season of 
the year. Tonnage for first half of year, with June esti- 
mated, is 1 million tons in excess of the record for this 
period. Industry is now operating at about 80% of 
capacity. 


PETROLEUM—Production running 7% less than last year 
and consumption 15% higher. Stocks of gasoline con- 
tinue large with a tendency to weaken prices. Kerosene 
is lowering, while crude oil remains stable. 


METALS—Copper shows tendency to stabilize around 13% 
cents, induced by increasing domestic demand and rela- 
tively small stocks in hand, which exist even in the face of 
increased production. 


MOTORS—Industry optimistic for second half of the year. 
July production will be smaller in both cars and trucks, 
particularly in view of the seasonal period of inventory 

| and model changes. 


CHEMICALS—Tone of the market in heavy chemicals re- 
mains firm with prices slightly above last year’s levels at 
this time. Insecticides are no more than seasonal, the 
late emergence of the weevil being a delaying factor. 




















LEATHER—Hide prices show firmness and general feeling 
of the trade is improved, although no radical improve- 
ment is anticipated for the succeeding two weeks while 
shoe industry is engaged in inventory. 








PAPER—Consumption is holding up well in the face of the 
usual decline at this time of the year. Prices are firm 
but are expected to lower seasonally except newsprint 
which plans to maintain its $65 contract level. 


ELECTRICAL EQUIPMENT—While sales for the first six 
months may not come up to the first half of last year, 
the volume continues in gratifying proportions with no 
prospects of diminishing materially. Central station 
supplies and heavy power equipment are in demand in 
New England. On the Pacific Coast there is heavy buy- 
ing for industrial plants and utilities. 


SUMMARY—Whereas some slackening of trade is to be ex- 
pected at this season, indications are that it will mate- 
rialize later than usual in the majority of lines. The feel- 
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ing in most trades is essentially one of restrained 
optimism. 
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Recent 


Weekly Reviews 


Contain Analyses of 


Louisville & 
Nashville R.R. 


Ask for Circular M-83 


Standard Oil 


of New Jersey 
Ask for Circular M-84 


Our review will be mailed 
weekly on request 


PRINCE & WHITELY 


Established 1878 
Members 
NEW YORK STOCK EXCHANGE 
CHICAGO STOCK EXCHANGE 
CLEVELAND STOCK EXCHANGE 
25 Broad Stree: 
Hotel St. Regis 13 East 47th St. 
NEW YORK 
Chicago Cleveiand Akron 
Newport New Haven Hartford 
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FINANCE COMPANIES 


The Federal Reserve 
Board states that Finance 
Companies supplement 
our commercial banking 
system and supply a dis- 
tinct economic need in 
our financial structure. 


MERCHANTS & MANUFACTURERS 
SECURITIES CO. 


Is one of the leading and 
most - successful Finance 
Companies in the Country. 


7% Prior Preferred Stock 
(With Stock Purchase Warrants) 


Price $98.50 Per Share 


Plus Accrued Dividends 


Descriptive circular on request 


Bauer, Pond & Vivian 


MEMBERS NEW YORK STOCK EXCHANGE 


40 EXCHANGE PLACE —= NEW YORK 
TELEPHONE - HANOVER 4335 


JULY 17, 1926 


Midland Subsidiaries 


Serve “The Workshop of America” 


tei Midland Utilities Company is an invest- 
ment company which through stock ownership 
controls public utility companies furnishing elec- 
tric, gas or transportation service to 194 communi- 
ties located chiefly in northern Indiana and 
western Ohio, with an aggregate population of 
850,000. This territory; because of its industrial 
development, has come to be known as “The 


Workshop of America”. 


Gross earnings of the oper- 
ating subsidiaries in 1925 
totaled $18,188,498.51 
compared with $12,172,- 
588.75 in 1924. 


Total income, including 
undistributed surplus of 
subsidiaries accruing to 
Midland Utilities Com- 
pany in 1925 was $3,362,- 
659.23 compared with 
$2,493,289.65 in 1924. 


Customers served with 
electricity totaled 81,747 
and those served with gas 
140,667 at the end of 1925. 
Electric sales in 1925 
were 231,717,159 kilowatt 
hours, an increase of 74.85 
per cent over the preced- 
ing year. In addition, 
43,864,401 kilowatt hours 
were supplied electric 
railways operated by sub- 
sidiaries. Gas sold in the 
same period amounted to 
7,516,182,600 cubic feet, 
which represented an in- 
crease of 20.27 per cent 
over the preceding year. 
The total investment of 


the subsidiary companies 
in properties as of De- 
cember 31, 1925, was $84,- 
841,545.75. Securities of 
subsidiary companies in 
the hands of the public in- 
cluded bonds in the amount 
of $43,154,074.73 and pre- 
ferred stock in the amount 
of $10,494,000.00. 


On December 31, 1925, 
there were 28,727 stock- 
holders of record of the 
Midland Utilities Com- 
pany and its subsidiaries. 
These stockholders own 
Prior Lien, Class A Pre- 
ferred, and Preferred 
stocks of the various com- 
panies. The Class B Pre- 
ferred and Common stocks 
of the Midland Utilities 
Company are mainly held 
by The United Gas Im- 
provement Company, 
Commonwealth Edison 
Company, The Peoples 
Gas Light & Coke Com- 
pany, Public Service Com- 
pany of Northern Illinois, 
and Middle Wesr Utilities 
Company. 


Midland Utilities Company 


Peoples Gas Building, 122 South Michigan Avenue 
CHICAGO 























Odd Lots 


“Approximately 1-3 
the daily transac- 
tions on the New 
York Stock Ex- 
change are in ODD 
LOTS.” 


Spread of Thrift 
and careful invest- 
ing. 


CAUSE 


Set forth in our 
booklet. 


“Odd Lot Trading” 
Send for it. 


METHOD 


100 Share Lots 
Curb Securities Bought or Sold for Cash 


john Muir & ©. 


New York Stock Exchange 
New York Cotton Exchange 


Associate Members 
New York Curb Market 


61 Broadway New York 





Callable Bonds 


Many Public Utility companies 
have recently issued 5% and even 
41%4% bonds to refund higher 
coupon issues. This is indicative 
of the possibility that many issues 
now selling at or above their call 
prices will be called, with loss to 
the holder. 
partial list of such issues which 
we will be pleased to forward 
upon request. 


We believe it essential however, 
that investors review their entire 


holdings. 


Our Bond Department will be 
glad to analyze your list and make 
specific suggestions. 


GOODBODY & CO. 


Members New York and Philadelphia 
Stock a and New York 
Morket 
115 Broadway 350 Madison Ave. 
NEW YORK 


BRANCH OFFICE 
1005 Walnut St., Philadelphia, Pa. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL 


We have prepared a 


New York Stock Exchange 


Atchison 


Do. Pfd. 
Atlantic Coast 
Baltimore & Ohio 

Do. Pfd. 
ee. 

Pfd. 


euntion Pacific ... 


Do. Pfd. 
c. a & St. Paul. 


Pfd. 
on ‘& Northwestern.... 
Chicago, R. I. & Pacific. 
Do. 7% P: 
Do. 
Delaware & Hudson 


Illinois Central 
Interboro Rap. Transit 
Kansas City Southern 
Do. Pfd. . 
Lehigh Valley 
Louisville & Nashville 
= . —— & Texas 
0. 


 < tral 
N. Y., Chi. & St. Louis 
N. ¥., N. H. & Hartford 


Northern Pacific 
Pennsylvania 

Pere Marquette 
Pittsburgh & W. Va 


Pre-War 
Period 


(my 
1909-1913 
High Low 
125% 90% 
106% 96 
148% 102% 
90% 


122% 
96 11% 


165 
51% 
96% 

13044 

123 


147% 
192% 
33% 
26% 
19% 
115% 
102% 
21% 
56 
62%, 
121 
*17% 
*46 
*214%4 


90% 
90 


*12% 


RAILS 


War 
Period 


a 
1914-1918 


Post-War 
Period 


a_i, 
1919-1925 


High 
111% 
102% 
126 
96 
80 
220% 
71 
107% 
143 
136% 
45%, 
oa% 
159% 
242 
59% 


29% 
164% 

86 

1714 


60% 
32% 
23 
*58 
25% 
64 


27% 
505% 


Low 
70 
75 
19% 
88, 
481% 


126 
355% 


High 


INDUSTRIALS 


90 


% 
98% 
MY 


186% 99% 
188% 110 
153% 101 


154% 
89% 


491% 

92 
106 
103% 
108% 


68% 
114% 
98 


123% 
118% 
95 


126% 
123% 
145% 
184% 


42 
45% 


6 
32% 
41% 


117% 
11 


116 
121% 
97% 
109 
113% 
103 


Low 
91% 
12 
vid 
27% 
38% 
9% 
81% 
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Price Range of Active Stocks 


INDUSTRIALS—Continued 


Post-War 
Period 


Pre-War War 
Period* Period 
1914-1918 1919-1925 
High Low High Low High Low 
Am, Tobacco *530 47200 «4+*256 *123 4*3144%4 82% 
Do. Com. B se % os ee 81% 
Am, Water Works & Elec.... .. ws ee ee 144 *4 
Am, Woolen 40% 15 12 34% 
Do, Pfd. 107% 48674 12% 
Anaconda Copper 54% 24% 
Associated Dry Goods i - 10 
Do. Ist Pfd. 4 ee 50% 
Do. 2nd Pid. re Pe 35 
Associated Oil i o. . *524% 
Atl Gulf & W. Indies 4% 
Do. Pfd. 9 
Atlantic Refining 
Austin Nichols ....... epeesscs 
Do. 


(mn, 
1909-1913 


Bethlehem ‘steel 

Do. 7% Pfd. 
Brooklyn Edison Electric 
Brooklyn Union Gas 
Burns Brothers 

Do. 
Butte & Superior 
California Packing 
California Petroleum 
Oentral Leather 

Do. . 
Cerro de Pasco Copper 
Chandler Motor 
Chile Copper 
Chino Copper 
Chrysler Corp. 

Do. Pfd. 
Coca Cola 
Colorado Fuel & Tron 
Columbia Gas & Elec......... ae mt 54% 
Congoleum-Nairn es ss on 


Consolidated Cigar . eee a $e oe an 
Consolidated Gas .. . *165%4 *114% *150% *112% 
*127 *371, 

7 


Continental Can ia - 
Corn Products Refining . 1% 

Do, Pfd. 61 58% 
Crucible Steel 6% 12% 
Guba Cane Sugar ............+ oe oe 24% 

Do. Pfd ae a wm T7% 
Cuban-American Sugar 33 *38 
Cuyamel Fruit oe as on oe 
Davison Chemical 
Dupont de Nemours 
Eastman Kodak 
Electric Storage Battery 
Endicott-Johnson 

Do. Pfd. 


Do. 
Fisher Body 
Fisk Rubber 
Do. Ist Pfd. 
Fleischmann Co, 
Foundation Co, 
Freeport-Texas 
General Asphalt 
General Cigar inte Ee 
General Electric 188% 129% 
General Motors *513, *25 
Do. 7% Pfd. a 
General Petroleum - os ee 
Goodrich (B, F.) Co 864%, 15% 80% 
Do. Pfd. 109%, 73% 116% 
Goodyear ig! a 
Do. prior. Pfd. sss 
Granby Consolidated 718% 
Great Northern Ore Ctfs 88% 
Gulf States Steel. ~ 
Hayes Wheel ae 
Houston Oil 25% 
Hudson Motor Car a 
Hupp Motor Car.. 
Steel 
Inspiration Copper ... 
Inter. Business Mach 
Combustion Eng......... 
Harvester 
Merctl, 
Pfd, 


ve ce 10% 
42%, 1542 39% 


187% 
* 








215% 


Paper 
Kelly-Springfleld Tire 
Do. 8% Pfd, 
Kennecott Copper 


74% 
=" 
*289% r14iy, sais 


ee 6 
ee 45 
ee 8714 
ve 60% 


*215% *150 
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1926 


High 

121% 

120% 
74 
42% 
89% 
51 


Last Div’d 
Sale $ Per 
Low 7/7/26 Share 
120% 
119 
59 
23% 
12% 
47 
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Investment Suggestions 





We Recommend 


Appalachian Electric Power 
First & Ref. 5s, due 1956 
At market, to yield 5.20% 


Associated Electric 
Convertible 514s, due 1946 
At market, to yield 5.90% 


Texarkana & Fort Smith Ry. 
First Mortgage, 514s, due 1950 
At market, to yield 5.25% 


Circulars upon request. 





Mc DONNELL& (Oo 


120 BROADWAY 
NEW YORK 
_ Members New York Stock Exchange 


San Francisco 
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When Careful Analysis 
Shows Where Safety Or 
Income Can Be Increased— 


Changing economic con- 
ditions make desirable 
an occasional careful 
checking over of securi- 
ties owned, Have you 
at present a large or 
small percentage of your 
funds in 


Automobile 
Specialty 
Oil 
Railroad 


stocks? A letter to our sta- 
tistical department, giving 
the names of such securities 
in which you are interested 
—whether stocks or bonds 
—will secure an analysis, 
without obligation to you. 


SUTRO & KIMBLEY 


Members New York Stock Exchange 


66 Broadway 
New York 





In.the 
Market Letter 
this Week 


Observations on 


Electric Refrigeration Corp. 
Radio Corporation of America 


SENT ON REQUEST 
ASK FOR 710-4 


LISTED BONDS AND STOCKS 


bought and sold for cash, or 
carried on conservative margin. 


McClave & Co. 


MEMBERS 


New York Stock Exchange 
New York Cotton Exchange 


67 Exchange Place 
New York 


Telephone, Hanover 3542 


UPTOWN OFFICE 
Hotel Ansonia, 73rd St. & B’way 
Telephone, Endicott 1615 



































Our Fortnightly Review 
contains an analysis of 


Marland Oil 


(Copy on request) 


SULZBACHER, 
GRANCER & CO. 


Members New York Stock Exchange 
111 Broadway New York 
Telephone Rector 3900 


Asbury Park Office 
Berkeley-Carteret Hotel Arcade 


New York Stock Exchange 
Price Range of Active Stocks 


INDUSTRIALS—Continued 


Pre-War War Post-War 
Period Period Period 
ee a Vee ————, 1926 
1909-1913 1914-1918 1919-1925 —"““4 
High Low High Low High 
May Department Stores *974, *35 *174% 1874 
Mexican Seaboard Oi se = - ee 5% 12% 
Montgomery Ward + # = i 1 
National Biscuit A *139 *79% 
National Dairy Prod. ae i a is 
National Enam, & Stamp. 541%, 
National Lead 91 % 714% 
N. 136 


Last Div'd 
Sale $ Per 
7/7/26 Share 


27 
*81 
Do, ae 
Pacific Oil 
Packard Mctor Car. és eis es 
Pan.-Am. Pet. a 10% 
Do. Class B re ae of 
Philadelphia Co, oe 48% 
Phila. & Reading C. & I...... ne 
Phillips Petroleum ............ <n ss - 
Pierce-Arrow ‘* be 65 
Do. Pfd. 
Pittsburgh Coal 
Postum Cercal 
Pressed Steel Car 
Do. Pfd 





Pullman Company 
Punta Alegre Sugar. 
Pure Oil 

Radio Corp. of Am. 
Ray Consol. Copper 
Replogle Steel 
Republic Iron & Steel. 





Do. Pfd. 
Royal Dutch N, 
Savage Arms 
Schulte Retail Stores 


Shell Union Oil..... ehestecoese 
Simmons Company 
Simms Petroleum ° a os ea 
Sinclair Consol. Oil ia a 674%, 25% 
Skelly Oil ie < 0 a 
Sloss-Sh. Steel & Iron 23 98% 19% 
Standard Oil of Calif. . F - i;. 
Standard Oil N. J.... *800 

Do. Pfd. Yr s ae 
Stewart-Warner Speed me -- *100% 
Stromberg Carburetor - sin 45% 
Studebaker Company 153%, 195 








Do. Pfd. bones stiinc ee 
™ 


Tennessee Cop. 
Texas Co. 


Texas Gulf Sulphur.. 


Tex. & Pac. 
Tide Water Oil 





644% 119% 
2s 21 
744%, 243 


oe 


225 


Timken Roller Bearing + a a 
Tobacco Products 100 82% 
Do. a a os 

Transcontinental Oil 

Union Oil of Calif ce ee ip 
United Cigar Stores e -. *127% 
United Drug ay ps 


co 
=~ 


Steel 


Vanadium Corp. 
Western Union 
Westinghouse Air Brake 
Wostinghouse E. & M 
White Eagle Oil 
White Motors .. 
Willys-Overland 

Do. Pfd. .... 
Wilson & Co. 
Woolworth (F. W.) Co... 


° ++ 
+ we BO om GD Oo CO HT -2 


ne 844 
*76%% *151 
oe 69 
100 80 
18% 66 
a 89% 69 821% 


* Old stock. + Bid price given whore no sales made. Not including extras. § Payable in stock. 
this year. 


a Paid 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Cumb 
Eurek 
India! 
New 

North 
South 


Hum! 
Pure 
Wilco 


Suga 


Steel 
Wool 


Speci 
Puge’ 


Amer 
Amer 
Amer 
Fede! 
Kay 

Texa: 


Abiti 
Amer 
Assot 
Bank 
Bucy 
Case 
Centr 
Cluet 
City 
Chica 
Cons 
Cuba 
Drap 
Elect 
Endic 
Farr 
Inter 
Libby 
Natio 
Pepp 
Penn 
Pierce: 
Quiss 
Reid 
Sagar 
Soule 
South 
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Securities and Com- 

modities, Analyzed, 

Rated and Mentioned 
in this Issue 


Pipe Line Companies 


Cumberland Pipe Line ...........+.c0 516 
veka FApe Sane ..0.4.66608s esas sles 516 
SAT RG RD 5 e508 $452 SN Shs Seo so 516 
eer OPM MEMUNIINO os. isla yb pe4a ete wiaid a stows 516 
MPtNEID EAVO BUN 6 cas ssc csiocwens 516 
Merthern Pipe WINS: 2. .'56 osc sew se cess 516 
Petroleum 
Membie “OU Ge OROGRIOE. 2. Sis csce as 549 
ys TE el agi 5 Irae ariel oyoull irae ee ae aS rae 602 
MODE AMIE MEME” c.cxcsoucte ok ee vier ae 548 
Commodities 
BORED . ca icewneeasiubenaenensarasswarts 630 
ME rnc aces eres tows Ea Tks ee eo RSSIEO TE 590 
ME © cna ea ene Sie Aa ona rts Ss a5 532 
Public Utilities 
Special Section Index Page .......... 549 
Puget Sound Power & Light .......... 624 


Mining 
American Smelting & Refining 
American Water Works & Electric .. 600 


american: Tel MW CADIS: wi. 5 vecccs cas 606 

Federal Mining & Smelting ........... 598 

ee CGIRGE: .o:viartis's-0.5'9 » Wislale/s 5 '6:4.s-5' 9.016 0 604 

Teese. Galt BaIPRO ccc wcicsde sc wenes 602 
Bonds 

Chicago & Alton Ref. 3s 1949 ........ 530 

Georgia Midland ist 8s 1946 ........... 530 


Ill. Central Litchfield Div. 1gt 3s 1951.. 530 
Ili Central Omaha Div. 1st 8s 1951 .... 530 
Ill. Central St. L. Div. & Term Ist 3s 


| ee a ie i 


550 
Kansas City Southern 1st 3s 1950 ...... 530 
L&ENSE & St. L Div. 2d 3s 1980 .... 530 
Northern Pacific Gen. Lien 3s 2047 .... 


Railroads 


MeMtnern PACING ©. iis% sisi cence ovee 528 
Bantert “HANWAT: % soccasss recess ses es 541 
Industrials 
Abitibi Power & Paper ......c0cseee 535 
American Car & Foundry ..........+. 534 
Associated Dry GOOdS 2... ...s0cccceees 536 
Bank & Insurance Stocks ...........-. 622 
REMRG. ©. Liescceesns eee ssc aie caw cues 534 
Case Threshing Machine ............-.. 598 
Central Aguirre Sugar .......sccce.es 536 
PELs CUD - =, Siulseulsiosas sods wwe eteaie 539 
LL 2 Sa OSE a Sere ee conseee Oar 
Chicago Pneumatic Tool ............+- 596 
Consolidated Laundries ............+00 608 
Pet Cane BUG?” .ococ5oSbsatexnesons 548 
Mueper COPD. da nagish duwih aes nse 516 
Electric Storage Battery ........+.s0. 539 
EEHMCOLt-JOHNGON. .cc:ccexasael versa sas 596 
PE IOADH- <, hou, 4c pee oases we 516 
International Paper ........:.sccecercees 600 
Libby-Owens Sheet Glass ...........+: 538 
SURO SUD: << cicadas sists te ease 540 
Serrol, Mir coe Achiwebakcoxer secure 516 
Fenn Seaboard Steel. ..........000.s0008 548 
BGS MTE. en, (see er ar ees ne een 516 
Rn DETR Fer ieee he ot as cer, 516 
Beemeate (Cream Ga. aun hee 539 
MmeOre: Mig cn. cu pieaat cco ne sais 516 
MEDERMA: ow ober, state teens siniaeien 516 
Dometirn Dairies. su, ivics <cacvasce Seas 604 
Underwood TIQRWIACEE: 6 Sab Kew eent ver 536 
Samer Steel... 25 22 heehee eee ees 624 
ee Motors. oc ssidavews oes saeeeesee 537 
Wrigley Pharmaceutical ...........- 606 
Youngstown Sheet & Tube ........++. 535 
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For Your 
Convenience 









We have prepared a Security 
Record Book which should 
assure an accurate keep- 
ing of your invest- 
ment income 
account. 












Book will be sent free upon request. 















FRAZIER & CO. 


INCORPORATED 


100 Broadway, New York 
Rector 2784 


WASHINGTON 







PHILADELPHIA PITTSBURGH 

































Florida Bond & Mortgage Co. 














































Full Lots 
Odd Lots 


Bonds and Stocks bought and 
sold in all markets for cash or 
carried on conservative margin. 


Short Term Loans 


Netting 8% 


First Mortgage Issues 
Maturing 2-5 Years 










Correspondence Solicited 





Harde & Ellis 


Members New York Stock Exchange 
60 Broadway, New York City 
Phone Whitehall 7660 








G. Houser, Pres. 
First Trust Bldg. 
Miami, Fla. 
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I Gained $7,208 


HAD $25,000 invested at 6% 

which paid me $1,500 in- 
come each year. I put this 
$25,000 into 8% bonds, which 
raised my income to $2,000. 
Instead of spending all of this 
I re-invested my gain of $500. 
In ten short years my $25,000 
had become $32,208, and my 
former bond income of $1,500 
had become $2,570. ...... 
A detailed account of this and 
other examples of 


How You Can Have More Money 
is contained in a new booklet, “2% to 
4% Extra.” There are examples to fit 
every purse, the $10-a-month investor, 
and the investor with $1,000, $5,000 or 
more— examples showing what YOU 
MAY GAIN through 8%. * 


This institution—founded 1909 — 
operating under Florida banking 
laws—offering 8% First Mortgage 
Bonds—has an unbroken safety rec- 
ord. Mail the coupon for free booklet. 


$100, $500 and $1,000 Bonds. 
Partial Payments Arranged. 


Write toy 
TRUST COMPANY 
or FLORIDA 


Paid-in Capital and Surplus 500.000 
MIAMI, FLORIDA. 

















Commonwealth Power 

32; Corporation “= 

6% Cumulative Preferred Stock 
We have prepared a circular on 
the above preferred stock which, 
we believe, presents an invest- 


ment opportunity of unusual 
merit. 


Copy on request. 


—— . 


MACKAY & CO 


BANKERS 


14 Wall Street, New York 
Members New York Stock Exchange 


ANSWERS TO INQUIRIES 
(Continued from page 548) 








Oklahoma in 1918, and owns over 160,- 
000 acres of oil lands in Oklahoma, 
Kansas and Texas. Present production 
of crude is estimated to exceed 6,000 
barrels daily. Owns a small refinery 
and two casing-head gasoline plants at 
Bristow, Okla., and has distributing 
facilities throughout the southwest. Is 
capitalized at 388,222 capital shares of 
no par value. There is no funded debt. 
Net earnings in 1925 were equal to 
$2.58 a share on the common, against 
80 cents in the previous year. The 
improvement in earnings is gratifying, 
but the finances of the company stand 
in dire need of improvement. Accord- 
ing to latest accounts its principal as- 
sets consisted of unrealized apprecia- 
tion in the value of leases, while cash 
amounted to but $162,610, and working 
capital only $98,571. It is hard to 
reconcile a liberal dividend policy with 
the wretched state of its finances. We 
do not consider the stock a desirable 
holding, believing that either Lion Oil 
on the Curb, or Phillips Petroleum on 
the “Big Board” have more to offer. 


CHICAGO PNEUMATIC TOOL 


Do you consider Chicago Pneumatic Tool stock 
to have attractive speculative possibilities at the 
present price? I understand the company has ac- 
quired the American rights to the Diesel engine, 
so favorably regarded in industrial circles. I 
am seriously considering the purchase of this 
stock and request your advice as to the wisdom 
of doing so—F. A. M., Buffalo, N. Y. 

Early in March of this year, it was 
announced that the Chicago Pneumatic 
Tool Co. had acquired the American 
manufacturing and selling rights of 
the German Diesel engine, made by 
M-W-M Benz of Mannheim. The ma- 
chine is being manufactured and sold 
in conjunction with the semi-Diesel 
type made by the company for years. 
The company made a good showing in 
1925. Net income was equal to $6.88 
a share on the common, against $6.11 
in 1924. The improvement was proba- 
bly due to some extent to the wiping 
out of surplus war stocks of tools, and 
the dependence of consumers on manu- 
facturers for their supplies. Current 
earnings are estimated to be running 
at a $7.20 annual rate on the stock. 
This is a creditable showing, but the 
advance in the stock has been so rapid 
that it now seems to be selling more 
to discount future prosperity than 
actual results. It does not appear 
very attractive at this time. 


ENDICOTT-JOHNSON 


I would thank you for a brief analysis of 
Endicott-Jchnson showing 1925 results and the 
financial position of the company. I have 100 
shares of ithe common stock, bought several years 
ago. Do you consider this stock a_satisfactory 
investment rad a business woman?—Mrs. G ‘ 
Denver, Colo. 


The net income of Endicott-Johnson 
in 1925 was equal to $8.47 a share on 
the 405,360 common shares of $50 par 
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Real Estate 
Bonds 


11 W. 42d Street, Inc. 


1st Mtge. 614% Bonds 
Due November, 1945 


' This location is near the 
corner of 5th Ave. and 
42d St., where New York 
City’s traffic is heaviest. 


Price to yield 6.50% 


The Prudence Co., Inc. 


Gtd. Coll. 54% Bonds 
Due May, 1961 
Unconditionally guaran- 
teed as to principal, in- 
terest and sinking fund 
by Realty Associates, 
which is managed by men 
of outstanding ability in 
the real estate, building, 

and banking fields. 
Price to yield 5.50% 


Details on Request 


Blodget & Co. 


120 Broadway 
New York 


Chicago Hartford 


























CALIFORNIA 
PREFERRED 
STOCKS 


A detailed study and sta- 
tistical comparison of the 
25 best-known California 
Preferred Stock s—their 
strong features and advan- 
tages—is contained in our 
32-page book, just pub- 
lished. 


Send fora copy 


LEIB-KEYSTON 
ee Stock and Bond Exchange 


50 POST STREET 
SAN FRANCISCO 


When doing business with out advertisers, kindly mention THE MAGAZINE OF WALL STREET 
































ADAIR 
6: vA Guaranteed-Insurable 
2 BONDS 


have an income advantage of 


62% over 4% bonds 
44% over 414% bonds 
30% over 5% bonds 
18% over 542% bonds 
8% over 6% bonds 


Insure the Safety— 
Increase the Yield 


of your July Investments with 612% Guaranteed-Insurable Bonds- 


i bean first mortgage on real estate has been undergoing a process of improvement for 
over four thousand years. 

Today, backed by the guarantee of the house of issue, fortified by insurance against loss, 
the first mortgage coupon bond is universally recognized as the soundest and most attractive 
investment for those who require absolute safety of principal and uninterrupted payment 
of interest. 


62% Higher Income than Liberty Bonds 


At present prices, Liberty Bonds of any issue yield less than 4 % to their earliest maturity 
—which is just 62% less than the yield of 642% Adair Guaranteed-Insurable Bonds. 


4,000 Years of Improvement 


614% Adair Guaranteed-Insurable Bonds combine every protective feature developed 
by the progress of real estate financing during the past 4,000 years. 
| the fundamental soundness of the old-fashioned real estate mortgage; 
2 the convenience and simplicity of the modern coupon bond, in denominations of $1,000, $500 and $100; 


the written and unconditional guarantee of the underwriting house, with capital, surplus and profits of $2,500,000 and 
resources over $10,000,000; , 
4 the right to insure your holdings against loss at any time on application ty an independent surety company, with re- 
sources over $27,000,000; 
5 an uninterrupted income of $65 a year from every $1000 invested. 
$30,000 in 15 Years 
An average semi-annual investment of $553.15 {$92.19 a month} with interest reinvested, in 6%% Adair Bonds, will build 
$1,000 up to $30,000 in 15 years. 
Mail the coupon today for details of this and other helpful investment plans, together with July Offering Sheet. 


ADAIR REALTY 
& TRUST Co. Founded 1865 


CapPITAL, SURPLUS AND Prorits, $2,500,000 
Healey Building, ATLANTA Packard Building, PHILADELPHIA 
Offices and Correspondents in principal cities 


ADAIR REALTY & MORTGAGE CO., Inc., 


270 Madison Avenue, NEW YORK Boatmen’s Bank Building, ST. LOUIS 
Ownership identical 


A 


Please send me your booklet, ‘‘Why Your Real Estate Bonds Should Be Guaranteed’’ and July Offering Sheet. Dept. 


Address 
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TABLES ON THE DANCE FLOOR 


in the 


COOL CHEERY DELIGHTFUL 


ROOF GARDEN RESTAURANT 


of 


THE WALDORF-ASTORIA 


Take Your Summer Evening Vacations in New York’s 
Favorite Summer Resort High Above the City 





THE WALDORF ROOF 


HAROLD LEONARD’S PEPPY BAND 


for 


DINNER AND SUPPER DANCING 


SSS SSS 


in Philadelphia and Washington, The Bellevue- 
Stratford Roof and The Willard Roof 


arc among the real “places of interest.” 


For the summer motor trip, The Windsor in Montreal, is another 
Boomer-du Pont Hotel, where your patronage is invited. 
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value. This constituted a fair increase 
over the $8.04 of the previous year, 
and the $7.95 of 1923. The entrance 
of the company into the field of manu- 
facture of women’s and children’s fine 
shoes, requiring an addition of three 
new factories resulted in an increase 
in inventory account from _ 15.89 
millions to 20.58 millions. The rise in 
bank loans from 6 millions to 10.05 
millions was undoubtedly a reflection 
of the greater inventory. Notwithstand- 
ing these changes, the financial position 
of the company remained strong, work- 
ing capital aggregating over 22.25 
millions, of which cash accounted for 
over 3.63 millions. Due to improved 
conditions throughout the country there 
has been increased demand for all the 
company’s lines, especially the dress 
shoes for men and women, and chil- 
dren’s shoes. In view of the remarka- 
ble stability in earnings over a period 
of years both preferred and common 
stocks are entitled to good ratings as 
investments for income. 


FEDERAL MINING & SMELTING 


Please inform me of latest developments in the 
injunction suit brought against Federal Mining 
& Smelting by H. Content & Company of New 
York. I am a holder of the common stock and 
naturally I am wondering if there is any likeli- 
hood of the special dividend of $10 a share being 
paid, Also, what do you think of this stock as a 
speculaiion?—A. E. PB., Baltimore, Md. 

The demurrer filed by the Federal 
Mining & Smelting Company in the 
injunction suit brought against the 
company by H. Content & Company of 
New York to prevent the payment of a 
special dividend of $10 a share on the 
common stock was overruled by Chan- 
cellor Wolcott, sitting in Court of 
Chancery of Delaware. The com- 
plainant seeks to enjoin the defendant 
permanently from paying the special 
dividend of $10 a share until it has re- 
stored its capital to its former strength. 
Federal Smelting has appealed from 
the decision of Chancellor Wolcott and 
hearing of the appeal has been set for 
September 9. What the outcome will 
be is wholly a matter of conjecture. 
Aided by fair metal prices and increased 
output, Federal did very well in 1925. 
Earnings were equal to $37.52 a share 
on the common, against $1.07 a share 
in 1924. This was a remarkable show- 
ing, but in view of the fact that ore 
reserves are understood to have become 
greatly depleted, it will hardly be dupli- 
cated in the future. In view of the un- 
certain outlook, as well as the litigation 
described above, the stock must be re- 
garded as a highly speculative and 
relatively unattractive holding. 


CASE THRESHING MACHINE 


Will you tell me if there is any real justifica- 
tion for the recent rise in I. Case Threshing 
Machine Company stock? I know of course that 
there has been considerable improvement 1m the 
combany’s affairs, but current price levels appear 
awfully high to me.—J. A. W., St. Louis, Mo. 

The spectacular rise in the market 
valuation of J. I. Case Threshing Ma- 
chine Company’s shares appears to us 
to have been but a natural eo 
of the remarkable improvement in the 
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ROYAL OBSERVATORY 
G ENGLAND 


The world’s standard of time 
is set at Greenwich by instru- 
ments of absolute accuracy and 
— sureness. Stations all 
over the globe reckon from 
Greenwich observations. 

In tire field the ae 
spirit of scientific research 
beendemonstrated inFirestone 
made instruments and ma- 
chines of utmost precision and 
accur ting human 
error and waste and i insuring 
uniformly reliable results. 
These examples of exact and 

ial mechanism enable 
irestone to build tires of extra 
quality without extra cost, 
thereby achieving the world’s 
standard in tire service— 
Most Miles Per Dollar. 





Why Firestone Tires 
Are Better 


Think of the instruments made by man to measure the stars! Consider the 
infinite fineness and delicacy of the mechanism which controls the hour by which 
world affairs are run! Such accuracy is the goal of Firestone achievement. 
Firestone engineers leave nothing undone to build Firestone Tires of such uni- 
form construction that long, uninterrupted mileage is assured. 

To establish the world’s standard in tires, Firestone found it necessary to design 
and build special machines that work with an almost human intelligence and 
with scientific accuracy, preventing waste and saving time and labor. 

Such economy methods permit the use cf such Firestone exclusive processes 
as Gum-Dipping without additional cost. 

To the car owner this extreme precision standard is of vital significance. Is it 
any wonder then, that because Firestone tires offer better value and give better 
service, hundreds of thousands of motorists are getting unheard of mileage on 
these wonderful tires. You, too, should see the nearest Firestone dealer without 
delay. 


MOST MILES PER DOLLAR 


Firestone 


AMERICANS SHOULD PRODUCE THEIR OWN RUBBER . . . Us«wuuSiiuilatg 
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ee a 
Florde * 
Murias 
Perfeccionado On the Exchange 
15c ! 


Box of 25—$3.75 —in New York, 
London, Paris or Berlin — 
you will find men smoking 
Flor de Murias—the Clear 
Havana Cigar that has made 
good in the world’s most 
critical markets and with the 
world’s most critical smokers. 


Flor de 


MURIAS | 


A UNITED CIGAR 
of the Clear Havana Type 
“Internationally Famous” 





Sold only at 


Y UNITED 


uAdiress: Geo. Duan | Largest in the world because we serve the people best 
B 


ox M. 
Flatiron Bldg., N. Y. 3000 stores selling our cigars 
Immediate Shipment 
Fresh Stock Always 
We pay the Postage 7 


























WHITEHOUSE & CoO. 


Established 1828 


Stocks and Bonds—Accounts Carried 


111 BROADWAY, NEW YORK 











Members New York Stock Exchange 





BROOKLYN BALTIMORE 
186 Remsen Street Keyser Building 
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affairs of this company. As a matic 
of fact, many months ago we pointed 
out to our readers the exceptional spec. 
ulative qualities of this stock. Aided 
by agricultural prosperity in various 
sections of the country, resulting in 
greatly increased demand for farming 
implements, Case was able to report 
earnings equal to $10.64 a share on the 
common, after all deductions. This 
compares with $1.13 a share in 1924, 
Further, its financial position was 
strengthened, cash holdings at the end 
of the year standing in excess of 2.28 
millions, against $730,000 on December 
31. 1924. The immediate outlook is for 
further improvement. While it is true 
that present quotations for this stock 
discount the existing situation to a con- 
siderable extent, in view of the opti- 
mistic trade outlook ahead Case still 
appears to retain good possibilities of 
a long range character. 


AMERICAN WATER WORKS 


I have always favored the utilities when making 
up my investment schedule and profited greatly 
through the fortunate purchase of American Water 
Works & Electric stock before the spectacular 
rise. Needless to say, I sold out at a tremendous 
profit. I have funds available now and am 
wondering if this is the time to buy back my 
— Please advise me.—M. O. P., Louisville, 

We congratulate you upon the out- 
come of your investment in American 
Water Works stock. Our only regret 
is that a larger proportion of our sub- 
scribers did not follow our advice to 
purchase this stock when it was s0 
palpably undervalued. However, the 
price course of Water Works is now 2 
matter of stock market history and a 
similar profit opportunity hardly exis‘s 
therein today. Consolidated earnings 
in 1925 were equal to $4.17 a share on 
the common, compared with $2.72 in 
1924. The company is showing marked 
expansion in power output, water con- 
sumption and earnings in the current 
year, but present stock prices seem to 
discount both the existing situation and 
visible prospects for the future. It 
would probably be well to defer pur- 
chase of the stock pending a better buy- 
ing opportunity. We would suggest 
Brooklyn Union Gas for the temporary 
employment of your funds. In view of 
the prosperity enjoyed by this latter 
concern its stock appears entitled to sell 
at higher price levels. 


INTERNATIONAL PAPER 


Do you consider International Paper common 
stock sufficiently promising as a speculation to 
justly holding for a pericd of from two to three 
years? I have employed the rather limited facilt- 
ties at my disposal to make a study of this stock, 
and my findings have made me very bullish 
regard to the company’s future. I wonder if 
you agree with me?—N. R. S., Portland, Ore. 

In our opinion, International Paper 
common stock is suitable more for one 
willing to employ a measure of pa- 
tience in holding than for him desirous 
of securing prompt returns. Present 
stock market quotations hardly repre 
sent the true asset value of this stock. 
nor has earning power been developed 
to a peak. For several years, Inter- 
national Paper has been in the trans!- 
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If Not--WHY? 


Have your market profits been as large as they should have been during 
the past few months? Are you in as profitable a position now as our 
clients are through our expert guidance? 


During the past three months, subscribers to our various services have 
shared in the following profits, among others— 


CLOSED TRADES 


U. S. Cast Iron Pipe 53. + Pts. Profit 
General Motors " 
Mack Truck si 
Westinghouse Air Brake.. 634 
Atchison 

Texas Gulf Sulphur 

Chesapeake & Ohio 
ee 7 

Atlantic Coast Line 

Standard Oil of Cal. ..... 85% 
General Ry. Signal 


The above gives only a partial list of profits taken during that period, representing closed 
trades—actual money in the bank. In addition to these closed trades, we are still carrying, for 
larger profits, many stocks showing substantial paper profits. 


In addition to the above, subscribers to these services took an 
estiinated profit af ove. $1,000,000 out of the market, in one issue 
alone. We wired or phoned them when to buy, and again wired or 
phoned them the day to sell. 


IF YOU HAVE NOT DONE EQUALLY AS WELL DURING 
THIS, PERIOD YOU NATURALLY WANT TO FIND OUT WHY? 
WE CAN HELP YOU FIND THE REASON. 


Return the Coupon—lIt Will Not Obligate You 
a i i ea esi i ei ete wt ree at Coupon-—-—-——-—---——-—-----,-—------—-+ 


The Richard D. Wyckoff Analytical Staff, Inc. 
42 Broadway, New York, N. Y. 





Gentlemen: 


I wish to find out why { have not been able to secure larger profits through my market operations. 


July 17. 
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tion stage, accepting every opportunity 

to replace its old, high cost plants in 

the United States with modern eco- 

nomically operated mills in Canada. In 

its present state, Paper lacks con- 

tinuity of history, and comparisons 

with any year prior to 1925 are ridicu- 

lous. It is practically a new enterprise 

7 in wit a but its name. Thus far, 

earnings have left something to be de- 

A Comp r ehensive sired, but to our minds the dividend 

° payment recently inaugurated on the 

Investment Ser vice common appears justified, both on the 

basis of results to date and visible pros- 

Ui denwiltaie: thd Diesthuters of pects for the future. As its new de- 

= . oy: partments are co-ordinated, earning. 

Municipal, Public Utility and power will undoubtedly expand rapidly. 

Industrial Bonds At the present rate of progress shown 

it appears likely that Paper will be 

well into its stride by the middle of 

1928. Here is an instance where pa- 

Cletiianl: Meck Bee tience should reap rich rewards. If 

Cincinnati Stock Exchange holding this stock for two or three years 

Chicago Stcck Exchange will not inconvenience you we would 
Detroit Stock Exchange advise you to do so. 

New York Cotton Exchange 


Chicago Board of Trade TEXAS GULF SULPHUR 


I am interested in knowing the latest develop- 

OTIS & CO ments in the affairs of Texas Gulf Sulbhur. J 

e was a - A gpercoed vag when 

t a tsted, an vi 

Established 1899 ie healane proft. it Bkely that the sock 

will sell much higher?—-T. R. S. Montreal, Que. 

CLEVELAND Reports covering the operations of 

New York Detroit ' Denver Chicago Texas Gulf Sulphur in the first quar- 

Columbus Toledo Cincinnati ter of 1926 show net earnings, but be- 

Akron San Francisco Colorado Springs fore depletion, equivalent to $3.04 a 

share on the 635,000 capital shares of 

$10 par outstanding. This compares 

with $2.22 a share in the first quarter 

of 1925. Aided by higher sulphur 

prices as well as the retirement from 

the field of Union Sulphur following 

the exhaustion of its deposits, Texas 

° ° 4.2 ef Gulf profited handsomely in 1925. Net 

Inter national Secur ities r ust income was equal to $8.95 a share on 

OF AMERICA the stock, against $7.58 in 1924. In- 

A MASSACHUSETTS TRUST dications are that it will do much bet- 

é a‘ ter in the current year. However, such 

First among American Investment Trusts prosperity as the company has enjoyed 

to date appears well discounted in the 

Resources over $14,000,000 present valuation of the shares, so 

: that materially higher stock prices do 

os Be not appear warranted. It is quite likely 

Five Years of that the shares will be available to 

99 somewhat better advantage in the not 

Growth and Progress distant future. A switch from this 

issue to New York Central, a sound 

1921-1926 investment with good prospects for 
price appreciation, is suggested. 


MEMBERS 
New York Stock Exchange 








ne 




















=> 
= 
— 
— 
— 
— 
—— 
a 
= 
— 
— 
— 
— 
— 
— 
— 
— 
— 
— 
— 
— 
— 
— 
—j 
— 
— 
— 
— 
— 
= 
— 
— 
— 
— 
— 
— 
— 
— 
a 
_ 
a 
—t 
— 
— 
= 
—J 
— 
= 
— 
7 
—s 
a 
— 
— 
— 


Send for this attractively illustrated 
baoklet, which features the most PURE OIL 
canis . ‘ you believe Id b th while for me 
striking factors in the development of eee tet cliewe it would be wor while for me 


America’s ioneer Investment Trust. held this for many years, but it never seems to 
P ; get anywhere. 1s the outlook favorable for higher 


prices? —E. J. P., Cheyenne, Wyo. 


TTT 


A limited number of " 

We are pleased to inform you that 
Booklet 5-MW-24 the Pure Oil situation has ogee 
is sti 7 1 i i vement. ot only 
is still available for the general public ee caer ane 
March 31, 1926, the best in four years 
but a decided betterment was shown In 
its financial position. Net income was 


e 
American Founders Trust 3,038,370 
‘a hes ar equal to $3.70 a share on 3,900, 
HASEAERCSESTS shares of $25 par, against $3.10 a share 
ns mie FISCAL AGENT ii aati on 2,860,196 shares in 1924. Funded 
First National . New York debt was cut exactly in half to 10.43 
Boston millions, while notes payable were re 
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THE UNITED GAS IMPROVEMENT COMPANY 


PHILADELPHIA, PA. 





1882-1926 


Its strong position is evidenced by an unbroken dividend record. 


Funded Debt , 
Capital Stock $81,461,100 
Undivided Profits $40,437,945 
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Building Public Utilities 
To Pay Dividends 


Associated as we are with The United 
Gas Improvement Company in the 
operation of properties, we bring to 
bear on any steam, hydro-electric or 
gas plant project more than ourengin- 
eering and construction experience. 











Our organization is trained to so build 
DEVON POWER PLANT, CONNECTICUT that the result will shgw the maximum BARBADOES POWER PLANT, PENNA. 
aga cay return on the investment. Due to the 
ae above association we apply our oper- 
ating experience to the benefit of our 

clients. 


I vi ha SG 





Perhaps you would like your construc- 
tion week planned and completed by 
a concern enjoying these exceptional 
advantages. 


Ta 
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POWER PLANT, S10UX CITY, IOWA TRANSMISSION LINES, INDIANA 


THE U-G-I- CONTRACTING COMPANY 


Atlanta Philadelphia, U. S. A. Chicago 
AAA 


JULY 17, 1996 


ST TT 


i TT 

















It maintains non-stop train ser- 
vice between downtown Chicago 
and downtown Milwaukee. 

It operates fast Limited trains 
every hour between downtown 
Chicago and downtown Milwau- 
kee, making stops at Waukegan, 
Racine and Kenosha. 

It operates fast Limited trains 
every 30 minutes between down- 
town Chicago and Waukegan. 

It operates a town-to-town Ex- 
—~ service every 30 minutes 

tween downtown Chicago and 
Highwood, Illinois, 

It operates hourly Express ser- 
vice between downtown Chicago 
and the twin cities of Liberty- 
ville and Mundelein, Illinois. 

18,229,160 passengers were car- 
tied by the North Shore Line 
in 1925. 

Trains operate in Chicago over 
the tracks of the Chicago Rapid 
Transit Co. (Elevated Lines) di- 
rectly into the Loop district and 
on out to Chicago’s South Side. 

The North Shore Line operates 
364 trains daily. 

It carried 536,095 tons of mer- 
chandise in 1925. 

Ithassix Merchandise Despatch 
stations in the city of Chicago 
convenient to industrial centers, 

It maintains connections for 
merchandise and freight service 
with electrically-operated and 
steam railroads. 

It operates twelve motor coach 
lines, on regular schedule, which 
serve as feeders from outlying 
territories to its rail lines. 


Facts you should know 


about the North Shore Line 
electrically-operated railroad 


Itmaintains a high-class dining 
car service on all trains operating 
at meal times; 79,000 revenue 
meals were served in 1925. 

It operates parlor-observation 
cars on de luxe trains. 

In the past ten years, the in- 
come of the North Shore Line 
has been multiplied almost six 
times. 

The North Shore Line serves 
a territory with a population of 
four million. 

It has just completed and placed 
in full operation an additional 
main line, the Skokie Valley 
Route, at a cost of $10,000,000, 
which permits: (1), faster opera- 
tion of itshigh-speed trains; (2),an 
express service tapping a territory 
heretofore untouched; (3), more 
rapid growth of its already large 
Merchandise Despatch service. 


The North Shore Line owns 
its entire right-of-way between 
Chicago and Milwaukee, except 
for short distances in afew towns 
aggregating three miles. 

115 miles, double-tracked, are 
owned and operated by this 
high-speed electrically-operated 
railroad. 





Chicago North Shore and 
Milwaukee Railroad Co. 


The high-speed electrically-operated railroad 
General Offices:. 72 West Adams Street, Chicago 
The securities of this company are listed on the Chicago Stock Exchange. 
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Bonner, Brooks & Co. 


Investment Bonds 


Qur Statistical Department will be glad to analyze 
your present holdings or contemplated purchases. 


New York 


Boston 

















604 


When doing business with our advertisers, 


* ylation some time ago follcwing an ar 


| 


T 
kindly mention THE MAGAZINE OF WALL STREE 


(Continued from page 602) 
duced from 9.1 millions to 4.35 millions, 
Cash holdings remained at practically 
the same figure, 3.14 millions. (Con. 
siderable success has attended its 
operations in various sections, the 
proving up of its 10,000 acres lease 
in the Sweet Lake district of Texas 
being an interesting and important 
development. Unofficial reports would 
indicate that current earnings «are 
running ahead of those of last year, 
The very large number of shares out- 
standing renders this stock slow to 
move in the market, but past  per- 
formances and visible prospects seem 
to warrant a higher price than the 
present. ; 





KAY COPPER 


I purchased 500 shares of Kay Copper before 
I became a subscriber to THE MaGazine or Wat 
Street. I realize I acted rather hastily and al- 
though thus far I have not had any cause to re- 
gret my purchase I would like to know just 
what I might expect in the future. Please let 
me have your opinion of this stock.—J. F. G., 
Lowell, Mass. 


The Kay Copper properties are lo- 
cated within the Yavapai schist belt in 
Arizona, not far removed from the 
workings of United Verde and United 
Verde Extension at Jerome. The prop- 
erty is as yet in the development stage. 
In considering a proposition of this 
character, it is possible at this time to 
form only an estimate as to the actual 
worth of the shares. The extent of 
value to be uncovered can be deter- 
mined only by the results of future 
development, and commercial produc- 
tion seems a considerable distance 
away. However, development work is 
being actively pushed, and up to date, 
has revealed ore bodies containing not 
only high grade copper content, but 
considerable gold and silver content as 
well. This potential value has been 
in evidence at the deeper levels as in 
the earlier stages of development and, 
as a result, the proposition offers con- 
siderable promise as a profitable source 
of copper supplies for the future. For 
anyone willing to assume the necessary 
risk in connection with an enterprise 
of this character, the prospects would 
seem to be better than the average. 





SOUTHERN DAIRIES 


j iries stock as a spec 
I purchased Southern Dai ae ae 


appeaicd in Tue Macazine oF WALL STREET, 
Results so far. have been very satisfactory am 
indced have influenced me to contemplate pur 
chase of the Class B stock as well. It seems 9 
act well in the market. Would you advise ths 
procedure?—N. P. R., Richmond, Va. 


Considering the remarkable increase 
in the sales of Southern Dairies in the 
first four months of the current yeal, 
there appears to be a sound foundation 
for the tecent market strength in its 
shares. Am increase of approximately 
50%, or front 1.97 millions to 2.94 mil 
lions was registered. This sharp up- 
turn in sales might be attributed to = 
opening of new plants in Miami — 
Palm Beach, Fla., and the addition 0 
plants in Virginia and Maryland = 
quired last December. All told, — 
ern Dairies now operates 40 plants lo 


(Please turn to page 606) 
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Current Issue Now Being Offered—Malvern Apartments, Detroit, Michigan 
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i. The First Mortgage Real Estate Bonds we rec- 
‘rae ommend earn an exceptionally high return with 
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— | 'HE profitable management of a competitive industry results 
j from the adjustment of its policies to conform to the best 
| modern practice with relation to finance, manufacturing and sales. 
ohich | @ The service which this organization provides includes not 
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AMERICA’S FINEST RESTRICTED HOME COMMUNITY 


os 


The ideal City Home 


Take a Fifth Avenue Bus 
to Jackson Heights 





Wastes <i) | 


PSs ib< 


—a restricted residential community with its 
various types of apartment groups designed 
after the English, French and Italian archi- 
tecture, set down in beautiful landscaped gar- 
dens and wide parked streets. The children’s 
playgrounds, fine Public and Private schools, 
the various social activities and out-door 
sports, such as Tennis and a Miniature Golf 
Club, all form the basis for an ideal home 
in JACKSON HEIGHTS. 


BUSINESS AND SOCIAL REFERENCES REQUIRED 


3 rooms, one bath, with dining bay from $85 
4 rooms and bath, with dining bay from 95 


4 rooms (two bedrooms) and bath, 
extra large living and dining room 
combined, open fireplace . . . from 105 


Sroomsandbath . . . . . «from 110 
6roomsandonebath . . . «from 135 
6 rooms and two baths, sun-parlor, from 160 
7 rooms and three baths. . . °. from 225 


EXSISS EeSlieat 


VISIT Jackson Heights TODAY 


THE QUEENSBORO CORPORATION 
Jackson Heights Office: 25th St. & Polk Ave., Havemeyer 2360 


Broadway B.M.T. or Interboro Subway (Queensboro Subway) to Jackson Heights. 
By Motor, 59th St., via Queensboro Bridge, Jackson Ave. (Northern Boulevard.) 


FIFTH AVENUE BUSES 
are now running to Jackson Heights via Sth 
Ave. and 57th St. from 25th St. and Sth Ave. 


SPECIAL EXHIBIT OF PLANS, MODELS, PHOTOS, 
14 EAST 41st STREET TEL. MURRAY HILL 9900 
(Ground Floor) 
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KANE, BROOKS & Co. 


Bank Stocks 
Gilbert Eliott & Co. 


Investments 
7 WALL ST. NEW YORK 











(Continued from page 604) 
cated throughout the southern states, 
from Baltimore to Miami. Is advap. 
tageously situated in regard to milk 
supply, most of its requirements com. 
ing from the so-called “black belt” of 
Alabama, where climatic conditions lend 
themselves to all year round dairying. 
Net earnings in 1925 were equal to 
$7.60 a share on the 110,000 shares of 
Class A stock, almost twice dividend 
requirements. In view of the recent 
upturn in income, and the fact that the 
Class A payment cannot be increased 
until $4 is paid on the Class B, it 
would appear that the latter is in line 
for payments in the not distant future. 


Hence, the Class B at current levels. 


seems a rather attractive speculation. 


WRIGLEY PHARMACEUTICAL 


Thanks to your investment counsel I have dis. 
posed of most of my inferior holdings and now 
find myself with a very satisfactory dividend 
return from those stocks you suggested. How. 
ever, I still find myself with 100 shares of 
Wrigley Pharmaceutical I purchased at a dollar 
a share. The company has not done much to 
date, but in view rf the success Mr. Wrigley has 
made of his other enterprises I have a feeling 
that things will eventually turn out all right. 
Will you please make some mention of this com- 
pany in your magazine? S. R. A., Philadelphia, 
Pa. 


The Wrigley Pharmaceutical Com- 
pany of Atlantic City, N. J., manufac- 
turers of “Spearmint Toothpaste,” and 
tendering generous samples of their 
product to those purchasing its shares, 
has absolutely no connection with the 
William Wrigley, Jr., Company of 
Chicago. About a year ago, in response 
to many inquiries of a nature similar 
to your own reaching this office we com- 
municated with’ the Chicago concern, 
requesting information. We were in 
receipt of a reply to the effect that 
neither the William Wrigley, Jr., Com- 
pany nor any of its officers had any 
connection in any manner, shape or 
form with the Atlantic City concern, 
and the only correspondence they had 
with them had been through the medi- 
um of their lawyers. Recently, we have 
been deluged with requests for advice 
regarding this stock, something which 
would appear to indicate that an In- 
tensive stock selling campaign is being 
carried on. On the basis of commer- 
cial results to date the stock can only 
be regarded as a gamble, with pro- 
nounced risk involved in holding. The 
current market over-the-counter 18 
around 15 to 20 cents a share. 


AMERICAN TELEGRAPH & CABLE 


I am at a loss to understand why American 
Telegraph & Cable shares sell on such a high 
yield basis. My impression always has been that 
payments on this stock are guaranteed by West- 
ern Union. If this is true this security cer 
tainly is on the bargain counter. Would you 
advise purchase?—R. O.'P., Memphis, Tenn. 


American Telegraph & Cable stock, 
paying $5 in dividends, is selling at @ 
price which seems to indicate popular 
doubt as to the ability of the company 
to long maintain this rate. The dividend 
is guaranteed by Western Union until 
1932, and may be regarded as tempo 
rarily secure, but whether the lease 
will be renewed upon expiration is difi- 

(Please turn to page 608) 
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~She Lest Jwesiment~ 
Health and Recreation 























With many people on their vacations, those of us who cannot get away now are nat- 
urally thinking of the time when we can and where we will go. 


This is an ideal time to make definite plans for trips in the fall or winter. 


There are 


many short trips as well as longer cruises, if they appeal to you, where new faces can 
be seen and recreations enjoyed with new thrills. 


Let us help you plan your trip. We will be very glad to get information or make 


reservations for you. 





and address to 


42 Broadway 





For information on any listing or resort, merely 
check those desired and mail with your name 


TRAVEL DEPARTMFNT 


MAGAZINE 
fWALL STREET 


New York City 








Scheduled Tours and Cruises 


Round the World 


Dollar Steamship Line 
Fortnightly Service. 
Raymond & Whitcomb 
S.S. CARINTHIA 
Canadian Pacific 
S.S. EMPRESS OF SCOTLAND 
Red Star Line 
S.S. BELGENLAND 
United American Line 
S.S. RESOLUTE 
Thos. Cook & Son 
SS. a 


Frank C. Cl 
SS. CALIFORNIA 


Great African 


Unlimited stopovers. 


Royal Mail 
SS: ASTURIAS 
West ae 


. 22, 1926 
. 22, 1927 
. 26, 1927 


Scenic Rail 


New York Central Lines 
Operates through service between oa York, 
Montreal, Toronto, Chicago and St. Loui 


Canadian Pacific Rallway 
Trans-Canadian Nova Scotia to Vancouver through Rockies 
and National Parks. 


Northern Pacific Rallway 

Yellowstone Park and Scenic Northwest. 
Southern Pacific 

New York to New Orleans by steamship or rail connections. 
Scenic Southwest all California Coast and Valley Points. 
California Tours 
The Redwoods 
Lakes, etc. 
PennsylWwania Rallroad 

New York, —— Atlantic City, 
Chicago and St. Loui 


Boston, 


Yosemite National Park. Mountains, 


Washington to 
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Mediterranean 


French Line 
Regular Sailings North African Tours. 


Frank Tourist Co. 

S.S. SCYTHIA 

rank C. Clark 

S.S. TRANSYLVANIA 
Raymond & Whitcomb 

S.S. SAMARIA 
Canadian Pacific 

S.S. EMPRESS OF FRANCE 

rd Line 

MAURETANIA 
South America 
Raymond & Whit 

S.S. LACONIA 


Frank C. Clar 
S.S. CALEDONIA 


Routes and Resorts 


Canadian National Raliways 

Quebec to Montreal, across Prairies and Rockies to Prince 
Rupert and Vancouver. 

Union Pacific 

Central Route between Chicago and California over over- 
land trail. 

Santa Fe 

Old Santa Fe trail to Southwest. Petrified Forest, grand 
Canyon and other National Parks. 

Hawaili 

The Paradise of the Pacific. The land of Sunshine, Smiles 
and Flowers. 

Yellowstone National Park. 

America’s playground in the Rocky Mountains. 
Seattie—The Pacific Northwest 

The gateway to Alaska. Fishing, Hunting, 
sports. 

Bungalow Camps In Canadian Rockles 

Ideal way to enjoy a vacation. Beautiful scenery with all 


sports. 


and other 
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SHREWD INVESTORS BUY HIGH GRADE SOUTHERN BONDS ! 





Southern Property 


is Increasing in Value 


414% per Year 


HE true value of all property in the Southern 

States hasincreased from $17,919,187,000in 1900 
to $71,375,367,000 in 1922, a growth of 298%, com- 
pared with 262% for theentirecountry. Present true 
value is estimated at 78 billion dollars, compared with 
a corresponding figure of 88 billion for the entire 
United States in 1900. 


Civic improvements in keeping with this develop- 
ment are requiring large amounts of capital. Over 
636 million dollars were expended during 1924 upon 
Southern schools and highways. 


Caldwell &? Company, with a background of many 

years of Southern financial experience, and with 
an organization extending into every part of the 
south, as well as into the great northern and eastern 
centers of accumulated wealth, has utilized its ex- 
perience and resources in helping to supply capital 


in sending you a. com- 
cera copy of a 
ittle book on South- 
ern investment con- 
ditions, “What De- 
termines the Interest 
Rate?” 














We will take pleasure] to finance this rapid normal Southern development. 
It surrounds its underwritings with the conserva- 
tive safeguards characteristic of sound investment 
banking throughout the country. 


This organization places comprehensive facilities at 
the service of individual and institutional investors 
wherever situated to supply authoritative informa- 
tion regarding Southern Municipal, Corporation 
and First Mortgage Bonds. 


Caldwell & Company 


INVESTMENT BANKERS 
Southern Municipal, Corporation and First Mortgage Bonds 


757 Union Street 


Detroit Pittsburgh 
Washington 


Birmingham 


Chicago 
Louisville 


New Orleans Jackson 


Cincinnati 
Chattanooga 


Nashville, Tenn. 


Kansas City 
Knoxville 


Memphis 
Jacksonville 


St. Petersburg Dallas 


Rogers Caldwell & Company, Inc., New York 








of 
Department, Magazine of Wall Street, 42 Broadway, New York City. 


They will be sent 
number. 
Address, Keep Posted 





THE STORY OF A GOOD MORTGAGE BOND 
This booklet explains in full the methods 
used by a conservative Florida first mort- 
ol real estate bond firm in guaranteeing 
% on their bonds. Ask for 368. 


AN UNUSUAL REFERENCE RECORD FOR 
INVESTORS AND TRADERS 
Tilustrated circular and samples of sheets 
used in superior loose-leaf system of eleven 
forms and monthly index, 7%”x5”. (200) 





THIRTY-FIVE YEARS OF PERSONAL 
SERVICE 


Are you seeking a location for your plant? 
If so, send for this interesting booklet which 
on sent free without obligation. Ask 
‘or 


PETROLEUM INDUSTRY 


A folder suggesting a diversity of attractive 
bonds and preferred stocks, yielding from 
5.159% to 7.48%. Ask for free copy 859. 








(Continued from page 606) 
cult to determine, and will depend up. 
on just how essential the lines are to 
Western Union. We note the latter is 
following an aggressive construction 
program, something which does not 
augur well for the future of American 
Telegraph & Cable. Hence, until the 
sifuation definitely shapes itself, the 
company hardly occupies a better than 
a liquidating status. Present Selling 
price is fully in line with the actual 
value of the shares. We would not ad- 
vise purchase. 


CONSOLIDATED LAUNDRIES 


_ In view of the fact that the laundry industry 
is an essential one which at the same time seems 
to lend itself to organization on a large scale, 
don’t you think that the shares of some of the 
larger companies offer considerable promise? | 
am tempted to purchase a few shares of Com 
solidated Laundries, believing this to be the more 
attractive. What ts your opinion?’—G. A. L, 
Kansas City, Mo. 

Consolidated Laundries is a compara- 
tive newcomer to investment circles, 
but the company succeeds to a number 
of well established enterprises, in suc- 
cessful operation over a period of years. 
The twenty laundries controlled serve 
a large part of New York City, as well 
as many important communities on 
Long Island and northern New Jersey. 
Capitalization is conservative, consist- 
ing of $2 millions of convertible 6%s 
and 371,480 no par common shares. A 
survey of the latest published balance 
sheet reveals a strong financial posi- 
tion. Current assets total about 1.43 
millions, and current liabilities $275,- 
000, indicating net working capital in 
excess of 1.1 millions. Earnings of 
constituent companies have shown a 
tendency to advance over a period of 
years, rising from $781,000 in 1923 to 
slightly under a million in 1925. Con- 
sidering the nature of the enterprise, 
its sound finances and unlimited field, 
it is reasonable to believe that along 
with further expansion in scope of op- 
erations earnings will show the same 
gratifying upward tendency. The stock 
is too unseasoned to be rated a sound 
investment, but is not unattractive as 
a speculation. 


Important Corporation Meetings 
Date of 
Company Specification Meeting 
Barnet Leather 19 
Brooklyn-Manhattan Transit 
Du Pont (E. I.) de Nemours. .Directors 
Chesapeake & Ohio Directors 


Austin, Nichols 

Calumet & Arizona 
Commercial Solvents Corp 
Consolidation Coal 
Fairbanks-M 


Montana Power 


American Locomotive 
Executive Committee 
Directo 


Baldwin Locomotive. 
Steel .... 
Congoleum-Nairn |... 


General Railway Signal 
Exeoutive Committee 
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You Can Buy Good Securities 


In Small or Large Lots on 


PARTIAL PAYMENT 


Ask for Booklet MW-6 which explains our plan and terms 


Odd Lots of Stocks bought outright for 
cash or carried on conservative margin 


James M. Leopold & Co. 


Members New York Stock Exchange 





7 WALL STREET 


Established 1884 


NEW YORK 

















KEEP POSTED 


The books, booklets, circulars and special letters listed blow have been prepared with the utmost _ by business 


houses of the highest standard. They will be sent free om request, direct from the issuing house. 


number. 


We urge our readers to take full advantage of this service. Address, Keep 


Street, 42 Broadway, New York City. 


for them by 
Posted Department, Magazine of Wall 





HOW TO JUDGE SOUTHERN MORTGAGE 
BONDS 


This free booklet contains the net of this 
old-established Company's experience in the 
First Mortgage Investment Field im the 
South. Ask for (802). 


CREATING GOOD INVESTMENTS 
This 8-page booklet, issued by one of the 
largest first mortgage real estate bond 
houses, show you how to ‘‘check up” first 
mortgage real estate bonds. Send for (264). 


A QUESTION ANSWERED 
An extremely interesting illustrated booklet 
explaining how a stock exchange firm 
handles out of town business. It shows how 
orders are treated from the time the leter 
arrives to the final placing of the certificates 
purchased. (278) 


FOR INCOME BUILDERS 
This booklet describes a practical Partial 
Payment Plan, whereby sound securities 
may be purchased through monthly payments 
of as little as $10. Shows how a permanent, 
independent income may be built through the 
systematic investing of small sums set aside 
from current earnings. Ask for 818. 

FIFTY-THREE YEARS OF PROVEN 

SAFETY 


An interesting and handsomely illustrated 

booklet describing the investment principles 

which have made possible the record of ‘‘No 

Loss to Any Investor in Fifty-Three Years’’ 

for owners of Smith Bonds. Ask for (826). 
THE PARTIAL PAYMENT 


method of purchasing good securities in odd 
lots and full lots on convenient terms is 
explained in a free booklet issued by an 
old established New York Stock Exchange 
House. (224) 


BOND REOORD 
A convenient recerd book for listing bond 
holdings, interest payments, profits, etc. 
Title heading of book, ‘‘My Investments.”’ 
A limited number is being distributed gratis 
by a leading Bond House. (285) 


ATLANTA 
If you are establishing a branch factory or 
office in the South, get a confidential survey 
strictly applicable to your business based 
on sound economics. Ask for 363. 


8% AND SAFETY 
To hasten the rapid growth of Florida, the 
rate for first mortgsge bonds in that state 
is 8%. This interesting booklet tells why 
they are safe. (322) 


THE FORMULA FOR WEALTH 


The conservative plan explained in this 
simply-written booklet, if followed, will 
surely lead you to wealth. Ask for 351. 


ODD LOTS 
A well known New York Stock HExchange 
firm has ready for free distribution a book- 
let which explains the many advantages 
that trading in odd lots offers to both small 
and large investors. (225) 


44 YEARS WITHOUT LOSS TO ANY 
INVESTOR — 


The well-known firm of investment bankers 
who bring out this booklet have endeavored 
in the 1925 edition to present a comprehen- 
sive story of the business methods which for 
44 years have insured the safety of all their 
underwritings to the end that no investor 
has ever suffered a loss or been compelled to 
wait even a single day for the payment of 
principal and interest upon his ae 

(217) 


83 SAFETY FEATURES OF LEVERICH FIRST 
MORTGAGE REAL ESTATE BOND CERTIFI- 
CATE ISSUES 
This interesting 12-page booklet explains the 
reasons why so many investars are turning 
to Leverich first mortgage real estate bunds 
or safety. Send for your free copy (871). 


OVER THE COUNTER 


Opportunities which constantly crop up ia 
high grade over-the-counter securities are 
analyzed in a house organ iseued bi-monthly 
by an unlisted securities house. Copies 
mailed on request. 373. 


PROFIT POINTERS 


If you are a conservative investor you should 
investigate the California Oil Stocks. Yeu 
will find some pertinent facts concerning 
these securities if you send for the 874. 


THE REAL ESTATE INVESTMENT OF 
THE FUTURE ° 


Mr. Fred F. French, one of the country’s 
foremost real estate authorities, has ex- 
plained the operation of the French Plan ia 
the above mentioned book. Send fer your 
free copy (848). : 
LET YOUR MONEY EARN 6% 


If you are a small investor, you cannot 
afford to risk your money in speculation. 
Place it in shares of one of the safest build- 
ing and loan associations. Send for their 
booklet No. 298. j 


THE PRUDENOE PARTIAL PAYMEN? 
PLAN 


An interesting booklet describing how guar- 
anteed first mortgage Prudence Bonds may 
be purchased in small installments. Special 
features of the booklet are the chart which 
shows how money grows and the fact that 
— payments draw 5%% interest. 
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Specializing in the Underwriting and Distribution 
of Securities of 


Electric Light and Power 
Companies 


The growth of Public Utilities during the past 
few years has been more rapid than that of 
any other industry. The consensus of opinion 
is that they will soon represent the largest 
capital investment in this country. In the 
Electric Light and Power field this growth 
has been particularly rapid and consistent. 


For a number of years we have been actively 
identified with the financing of many impor- 
tant electric light and power companies and 
have made a close study of the securities in 
this industry. In this connection. we offer the 
experience and facilities of our organization. 


PYNCHON & CO. 


Members New York Stock Exchange 
111 Broadway New York 


Chicago Milwaukee Atlanta London Liverpool 
































Public Utility 
Securities 


T HIS organization has been 
identified with the underwrit- 
ing of many important issues of 
Public Utility Securities. 


We purchase, and distribute nation- 
ally, entire issues of Public Utility 
Company Bonds and Stocks. 


We will be pleased to discuss the 
subject of new financing with 
Public Utility officials. 


Howe, Snow & Bertles 


Incorporated 
New York Chicago Detroit Grand Rapids 
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UTILITIES KEEPING ABREAST 
OF NEW OPPORTUNITIES 


(Continued from page 578) - 
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Domestic sales constitute 71% of the 
total, and industrial and commercial 
sales about 27%. Revenues have in- 
creased from 379 million dollars in 
1921 to 452 million in 1925. 

The gas industry anticipates playing 
a large part in the domestic refrigera- 
tion field, there now being on the mar- 
ket gas-fired refrigerator machines of 
both absorption and adsorption types. 
These are claimed to have certain ad- 
vantages over electric refrigerating ma- 
chines. Their entry into the field will 
undoubtedly speed the development of 
both the gas and electric types, owing 
to their competitive character. 

Concentration on the development of 
the industrial field is the goal of the 
gas industry, the industrial load find- 
ing high favor through its continuity 
of demand and absence of peaks and 
through the fact that it seldom necessi- 
tates the maintenance of expensive re- 
serve equipment. As late as 1910 only 
5% of the total gas output was used in 
industry while to day the ratio is 25% 
and rapidly increasing. Ninety per 
cent of the potential industrial field 
still awaits development. 

It is estimated that the gas industry 
will require at least two billion dollars 
of new money in the next ten years to 
meet the growing demand for service. 

The greatest problem on the hands 
of the telephone industry is to keep 
ahead of the service demands. The 
large number of stations indicates that 
the increase each year in the future in 
this figure will correspond more closely 
than heretofore with the increase in 
population. It is in more intensive use 
that the increased service demands 
arise. There is no industry better 
qualified to cope with this situation 
than the telephone industry. Through 
the large national company, the Bell 
System, researches and programs as in 
wireless are conducted looking definitely 
five years in the future and ultimately 
twenty years ahead. 

Surveys of commercial, industrial 
and social conditions are made to de- 
termine future markets for the service, 
that all plant additions may be built 
with full provision for economical and 
adequate extensions of plant. 

The large amounts of new capital re- 
cently put into the telephone industry 
are but an indication of the future de- 
velopment of this industry. 
<33 


The Magazine of Wall Street has compiled 
a list of books on Speculation, Economics 
and Business subjects published by other 
companies. All of these books have been 
read by our Staff of experts and we he. 
ily recommend them to our readers. We 
invite further correspondence about this 
list. Address your inquiries care of Book 
Department. 
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SOUTHERN PACIFIC—A WEST- 
ERN GIANT 


(Continued from page 529) 
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Rock Island at Tucumcari, New Mexico, 
forming a splendid route to Chicago. 
Heaviest concentration of lines is in 
California and Texas, two particularly 
favored and rapidly growing states. 
Freight tonnage in 1925 was divided 
between the principal commodities as 
follows: agricultural products 14.27%, 
animals 2.37%, minerals 37.03%, forests 
92.25% and manufactures and miscel- 
laneous 24.08%. Quarry products, 
crude and refined petroleum, and ores 
are the most important items in the 
order named. While traffic distribution 
is not ideal it is good and any defects 
are more than compensated by South- 
ern Pacific’s great extent. Because of 
this the company has been termed de- 
pression proof. Certainly, its relatively 
good showing in the post-war depres- 
sion may be in large measure ascribed 
to its having so thoroughly penetrated 
the California field, where it is the 
dominant factor. Either or both Cali- 
fornia and Texas might prove excep- 
tions to any general depression of the 
future, although the last two years 
have seen drought in both states with 
an adverse effect upon earnings. As 
regards Panama Canal competition 
Southern Pacific has the advantage of 


being able to make joint rail and water © 


rates in the coast-to-coast business. 

Southern Pacific’s past earnings may 
be characterized as stable rather than 
large. On the property investment they 
are low, around 4%. In looking at the 
earning record, the 1917 showing should 
be taken with a grain of salt and com- 
parison should not necessarily be made 
to the detriment of more recent earn- 
ings. In 1917 gross revenues expanded 
rapidly and so did transportation costs. 
Maintenance, however, was held down 
to the level of the preceding year. The 
principal expense ratios compare as 
follows: 


Year 1916 1917 1918 1923 1924 1925 
Maintenance ... 25.5 21.5 30.4 31.9 31.5 30.5 
Transportation . 32.6 -5 38.8 34.3 35.9 36.5 


73.4 72.1 73.6 73.5 


The slight tendency of transportation 
costs to rise since the low point of 1923 
is being vigorously overcome this year. 
In the four months, January to April, 
transportation expenses were reduced 
over $2,158,000 although gross revenues 
increased by $521,000, the ratio falling 
2.6 points. 

It may logically be considered that 
the extensive improvements of recent 
years are bearing fruit in great effi- 
ciency and reduced cost of operation. 
The 1926 improvement budget is stated 
to be about $45,000,000, although it may 
diverge considerably from this figure. 
The normal requirements of so vast a 
system for this purpose must be regu- 
Jarly large, and while the company’s 
Working capital position is exceedingly 
strong, it has utilized in the past three 
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O you want to get your brands established 
NOW in the immense, growing market in 

the South? Come to Spartanburg, the Hub C:ty = 
of the Southeast. It is the logical location for your Souther 

distributing organization. Unrivaled transportation facilities make 
Spartanburg a center from which you can reach a market where 
sales will of necessity, grow year by year. And consider the advan- 
tages of southern salesmen living in the South calling on your 
Southern trade. Write today for the Marketing Survey of the Spar- 
tanburg Trading Area that tells why it is your logical distributing 
center. Due toour desire toavoid a promiscuous distribution, please 
make your request for the Survey on your business stationery. 


INDUSTRIAL COMMISSION 
1130 MONTGOMERY BUILDING SPARTANBURG, S. C, 


SPARTANBURG 


‘The Hub City of the Southeast”’ 
SOUTH CAROLINA 
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the great Southeast—a market 
of 13,000,000 people with real buying 
power. 
TRANSPORTATION: Two trunk lines to 
the Middle West—two tothe Atlantic Coast 
—on the mainline of the Southern Railroad 
from New York to New Orleans. 
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outof thecity every 24 hours. A network of 
bus lines covering the state. Large, modern 
hotels everywhere. 

PRESTIGE: A progressive, well-known city 
—at present used as a Southern Distributing 
Center by more than a score of national manus 
facturers, 
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Power, Gas and Transportation 
panies yielding 7% and more, 
Write for list. 
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Safe securities of Electric Light and 
Com 
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Ask us for information and reports on any 
of the companies with which we are identi- 
fied, a partial list of which follows: 


Central Illinois Light Co. Northern Ohio Power Co. 
Commonwealth Power Corp. Northern Ohio Power and Light Co. 
Consumers Power Co. The Ohio Edison Company 
Illinois Power Company Southern Indiana Gas & Electric Co. 


The Tennessee Electric Power Company 


HODENPYL HARDY SECURITIES CORPORATION 


14 Wall Street 231 So.La Salle Street 
New York Chicago 
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WE CORDIALLY INVITE OUR OUT-OF-TOWN FRIENDS 
who will visit the 


SESQUI- CENTENNIAL 


to make use of our banking offices—located in the heart 
of the city—as their headquarters, during their stay. 


We will gladly take care of the receiving of mail and 
telegrams, and render any other services possible. 


NEWBURGER, HENDERSON & LOEB 
Members: New York and Philadelphia Stock Exchanges 


1512 WALNUT STREET PHILADELPHIA 
100 BROADWAY, NEW YORK 
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years the 40 odd millions of govern. 
ment securities which it carried in jn- 
vestments at the end of 1922. Moreover, 
the financial structure is not particu. 
larly well balanced with debt about 63% 
of total capitalization against 37%, 
stock. The company would appear to 
have every reason for placing the stock 
on a 7% dividend basis and thus creat- 
ing an assured basis for future stock 
financing. Not since dividends were 
inaugurated 20 years ago has the com- 
pany earned less than 7%—ample justi- 
fication for such a step. 

This possibility of a larger disburse- 
ment would seem to afford the principal 
near term speculative attraction. For 
the genuine long pull, the possibilities 
inherent in the common stock are cer- 
tainly very great. 
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THE INVESTMENT POSITION 
OF PUBLIC UTILTY 
SECURITIES 


(Continued from page 582) 














pressure must relax at some time i in the 
future, yet if there were any ‘assurance 
that this factor could be mitigated in 
importance, there can be no doubt that 
the last objectors to the long-term up- 
ward swing in good utility securities 
would be silenced. One instance will 
demonstrate that this factor is being 
subjected to control, and that this sub- 
jection will result in more immediate 
benefits to stockholders. 

The Consolidated Gas, Electric Light 
& Power Co. of Baltimore reports that 
its gas investment was 8.59 times an- 
nual gross revenues in 1904 and only 
5.10 times annual gross revenues in 
1925. Investment in electrical proper- 
ties has shown a remarkable efficiency. 
In 1925 this investment was only 3.64 
times annual gross revenues from elec- 
tric light and power sources. In 1909 
before inter-connection of the electric 
plants the investment in electric prop- 
erties was fully 11.60 times annual 
earnings. Of course this is not wholly 
representative as in 1909 the electrical 
output was wholly steam generated and 
in 1925, 42% was hydro-power. But 
production had risen from about 50 
million kilowatt-hours to 720 million 
kilowatt-hours in the meantime. Fully 
four-fifths of the gains in investment 
efficiency must have been due to a com- 
bination of generally known technical 
factors and the increase in consump- 
tion. 

These developments in Baltimore 
prove that the need for new capital re- 
quirements as a ratio to annual gross 
revenues is declining. Hence not only 
is the public utilities industry one that 
has assured gains in operating profits, 
but one also that will improve the very 
basis of its investment position. Con- 
joined, these two factors make as 
strongly bullish an appeal as can be 
formulated. But such advice is for 
the investor, or rather spec-vestor, and 
not for the speculator. Those who are 
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vern- impatient will share the fate of those 


in in- who became tired of occasional reces- 
over, sions in utility stocks, and who sold 
rticu- out and have failed to participate in 
63% the sensational profits that have re- 
37% warded the more faithful army of stock- 
ar to holders. The fundamental truths about 
stock the utility stocks need to be reviewed 
reat- at a time when the rather robust faith 
stock of 1924-25 is slightly obscured by mem- 
were ory of a recent recession in quotations. 
com- For bonds the case is even stronger. 
justi- In the first place not only do they par- 
ticipate in the exceptional merits of the 
urse- stronger operating and holding com- 
cipal panies, but they require only a small 
For percentage of profit to pay their inter- 
lities est and sinking-fund requirements. Cs al : 
cer- The movement to make them “legals” oP OD al® o! 
for savings banks, insurance companies ; : Secure a de finite Income 
and trust funds will broaden their mar- fr ° ° ° 
— ket. At present they are undervalued om this growing industry 
‘ in comparison with the rails. While 
” ay Tare Sen eee Ge She Bam: He- HE Southern Gas and Power Corporation 


tween them and the rails, yet they have : : 
not gone as far as they will. Yields . is becoming one of the strongest represent- 
atives of an increasingly vital public utility. It 


of the very best public utility bonds : P 
have declined from 5.14% in January, owns and operates established properties 


1925, to 4.90% in May, 1926. The in many sections of the country serving 65 
communities with a product essential to their 


average of bond yields from bonds of 























similar calibre, principally rails has de- daily life. 
1 the clined in the same period from 4.78% 7% Cumulative Preferred Stock of the Southern Gas 
ance to 4.58%. But at present it may be and Power Corporation, paying regular quarterly divi- 
d in useful to compare rails and _ utilities. dends, offers you an exceptional opportunity to com- 
that The reason for this is that every im- bine satisfactory income returns with maximum safety. 
up- partial observer believes that rail bonds Consistentearningpoweris assured 
ities have far from exhausted their possible by the essential nature of the serv- 
will gains, and that 4% will become a typi- ice rendered, and by the diverse lo- 
eing cal yield for the very finest in this class. pre pa peg 
“ond This yield Js today about 4.65%. Listed munity cannot materially affect the 
public utility bonds of this quality are earnings of the system as a whole. 
; at about 4.85-4.90%. The improvement Current earnings derived from 19 
ight in utilities is not only possible down to properties, situated in rapidly de- 
that 4.20%, the same relative distance back veloping industrial territories, are 
an- of rail bonds, but, as time goes on, the many times dividend requirements. 
only utility bonds will rival the rail. bonds, Whether your funds are large or 
; in and perhaps a shade of difference or no small, you ye nna — e ages 
per- difference at all will prevail. The con- investment than this, which ss Read vis beoiiee of 
. ° . ‘ i i b h 
oi clusion is obvious. The boom in public decker nicis pe Rees nen wry “ond sou will 
sea % t hy its in- 
“0 aged bonds has not traversed half of ized and expanding public utility. vestment obporeunities 
, its distance. They are admirable pur- Write to us for price and detailed pe prima sop” 
909 chases. Of course there is one com- information. pe Berra pth 
tric mon sense caution. Bonds with a high 
rop- coupon rate, selling near or above call 
= price should not be bought,:as it is the HAMBLETON and COMPANY 
olly interest of the companies to refund Investment Bankers 
ical such bonds. But otherwise all high ESTABLISHED 1865 
and grade utility bonds are a purchase for NEW YORK and BALTIMORE 
But Investment and spec-vestment value. ‘ 43 Exchange Place. New York 
50 The preferred stocks are a hybrid, 
lion and are favored by both the stocks and 
ully bond development. Wherever non- 
m4 callable, where the fixed dividend rate 
om- is high, they will participate in the M 
ical improvement in value of all fixed in- A B C of Bond Buying 
mp- oo obligations. Preferred stocks of By G. C. SELDEN 
igh-gre i i 5 : 
ore es ly = 3 operating eee wae This book shows you how to get a working knowledge of the principles of 
y distributed, as it- is customary : : : ; i i 
re- ie santadh ak : Ls bond buying, which will help you in selecting sound bonds. It contains ele- 
wes edie ‘¥ a operating utilities to be ments that are not emphasized ordinarily, and in some instances have not found 
aly ercise through common stock own- their way into print, because this book is based upon the writer’s successful 
nee ership rather than through preferred experience as an investor. Do you know that you can go wrong in a bond 
a stock purchase. Hence for the bargain as easily as in a stock? HENCE YOU SHOULD READ THIS BOOK, for 
its, hunter in operating compan 0 it will show you how to pick strong bonds. Price $2.00. 
“ . ; p g pany stocks, 
ere is a special wide opportunity. 
on- Many of these preferred stocks are in ALL STRE 
as @ position where it is difficult to detect wonteatie a 
be why they yield upwards of 6%. For Please send me “A B C of Bond Buying” for which I enclose $2.00. 
= those who require a higher income than 
in they are otherwise obtaining, they Address 
are Probably offer the best opportunities. oe 
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New Standards of 
Safety 


For investors in many parts of the country, Baird 
& Warner bonds have set up new standards of safety. 
The more an investor learns of the safeguards with 
which this 7l-year old institution protects its clients’ 
*money, the better he understands the stability of Baird 
& Warner bonds. 


Wherever, you may live, whatever may be the amount 
of your income, Baird & Warner will be glad to sub- 
mit for your consideration an investment plan fitted 
to your condition and requirements. 


This Investment Plan, with authorita- 
tive Information on select bond issues, 
will be mailed you on request. itis worth 
your while to have the facts before you. 
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THE RIDDLE OF U. S. STEEL’s 
BOOK VALUE 


(Continued from page 525) 
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steel industry makes the expansion 
of the pay-roll a more serious factor 
here than in other lines. Finally, it 
must be pointed out that U. S. Stee 
has not enjoyed the advantage of great- 
ly. augmented output which has helped 
other companies to absorb the higher 
wage scale. In fact, the increase of 
15% % in ingot production for 1925 as 
against 1915 is undeniably a disap- 
pointing figure, especially when com- 
pared with the 42% rise in the output 
of the whole country. 


This production ratio leads us to s 
consideration of the results achieved by 
the corporation’s large expenditures on 
new plant facilities. Judge Gary has 
effectively disposed of the charge of 
over-expansion by pointing out that in 
twelve years Steel’s ingot capacity has 
increased but 20%, against 60% by its 
competitors. This fact raises in turn 
the question of the cost of each ton of 
added output. We have seen that the 
additional capital invested in operating 
assets since 1915 amounts to 347 mil- 
lions. Against this the increase of in- 
got capacity is reported at 2,200,000 
tons, and that of finished steel at only 
900,000 tons. While exact comparisons 
are not feasible, it is significant to note 
that Republic Iron & Steel, with a total 
capitalization selling in the market for 
60 millions, reported last year an out 
put of. 932,000 tons of finished and 
semi-finished products. 


Evidently, a substantial part of the 
corporation’s plant expenditure has been 
devoted not to increasing capacity but 
to improving the manufacturing proc- 
esses. It is also true that a good part 
of the additions to capacity are offset 
by reductions due to the retirement of 
obsolete and uneconomical units. The 
effect of the outlays for improvements 
is visible in the fact that since 1915 
operating expenses other than wages 
have increased at a somewhat smaller 
rate than the gross receipts, although 
the exhibit here can hardly be called 
impressive. ; 

But, however, the capital expendi- 
tures are divided as between additions 
and betterments, the fact remains that 
no commensurate benefit can be traced 
either in capacity or costs—either in 
output or profit margin. The funda- 
mental reason for this unsatisfactory 
state of affairs is to be found in the 
competitive character of the industry, 
or more exactly in the combination of 
keen competition with elaborate manu- 
facturing processes. Where so many 
different operations are involved, tech- 
nical improvements are constantly be- 
ing devised, which, as soon as adopted 
by one company, must straightway be 
followed by the rest. This necessitates 
incessant outlays for new equipment 
and the rapid obsolescence of ‘old facili- 
ties. An outstanding example is the 
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process replacing the beehive ovens. 
In the end, however, the competitive 
pressure prevents any increase in the 
margin of profits as the result of this 
greater efficiency, so that the chief 
benefit therefrom is reaped by the con- 
sumer. 

Hence, it may be questioned whether 
the Steel Corporation’s yearly charges 
for maintenance and _ depreciation, 
enormous as they appear, have fully 
provided for this ‘obsolescence factor, 
which is not capable of annual calcula- 
tion. To the extent that the undistrib- 
uted profits are required to offset plant 
investment grown obsolete (and not 
amortized by depreciation and con- 
tingent reserves), the true earnings 
would have to be regarded as somewhat 
lower than the reported figures. 

Again, the integrated character of 
the steel industry, together with the 
great variety of its products, supplies 
a constant incentive to expansion. 
Nearly every company can always find 
a good reason for branching out in 
some department which it had previ- 
ously neglected, or “strengthening its 
position” at some point in the chain 
from raw material to finished goods. 
In the aggregate this means a continu- 
ous increase in the country’s steel 
capacity, beyond that required by the 
growth of demand. 

These basic factors probably explain 
the attitude of combined helplessness 
and disapproval which now and then 
qualifies the constitutional optimism of 
the leaders of industry. Judge Gary 
expresses a desire to spend less on prop- 
erty account, but insists that the ac- 
tivities of his competitors force the 
Steel Corporation to fall in line, or else 
lag behind. President Campbell of the 
Youngstown Steel & Tube—a concern 
enjoying an earning power above the 
average—states that under present con- 
ditions of high costs, plant expenditure 
must be financed out of earnings and 
not by sale of securities. The skeptic 
would inquire, “Why make these im- 
provements if they cannot be expected 
to return a fair profit on their cost?” 


The answer is, no doubt, that competi- 


tive conditions demand them. 

Mr. Schwab, of Bethlehem Steel, has 
recently called attention to the rela- 
tively small return per dollar of capi- 
tal invested in the steel industry, and 
has not hesitated to blame it on the 
Practice of making plant expenditures 
without the prior assurance of a suit- 
able return. Very possibly, however, 
the situation arises net from errors in 
Policy, but from the steady working of 
economic laws. Adam Smith pointed 
out long ago that in a developed com- 
munity the long-term tendency is for 
the rate of profit on capital to decline. 
It may well be that beneath the welter 
of war dislocation and post war fluctua- 
tions, the steel industry in the past dec- 
ade has been illustrating this principle. 

This question is of vital interest to 
those alert investors who buy for ap- 
Preciation as well:as for income. A 

nd towards diminishing returns is 
Y no means. noticeable in every field. 

the past decade countless companies 
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development of the by-product coke- 
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Public Utility Securities 


Blige earning power of a public utility property depends 


and extent of the territory 


served, on the operating efficiency of plant and equipment, 
and on the personnel of managing officials. 


The experience of Stone & Webster during the last 35 years 
includes the planning, construction, installation and finane- 
ing of prominent public utilities throughout the United 
Power stations aggregating 2,700,000 horsepower 
have been constructed by their organization. Sixty separate 
companies under their executive management spend over 
$100,000,000 yearly for construction, maintenance and opera- 
tion. Public utility and other properties examined and ap- 
praised by them represent a total valuation of nearly 


The variety of conservative public utility bonds and stocks 
offered by the Securities Department of Stone & Webster 
enables investors to make selections exactly suited to their 
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7 ; | 73% Growth in Customers 


. .\In 1920 the Associated System had 190,000 cus- 

tomers. Today it has over 340,000. This is the 
- normal growth of the same properties over the en- 
tire period. 


The steadiness of this growth (see chart) from 
year to year, including 1921 with its unusual busi- 
ness depression, indicates the remarkable stability 
of the electric light and power industry. 
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have been able to increase their earn. 
ings, and, therefore, the price of their 
shares, in far greater ratio than the 
growth of their assets. These include 
enterprises as diverse as American Tp. 
bacco, Corn Products Refining, Rail- 
way Steel Spring—to say nothing of 
obvious examples like Woolworth and 
General Motors. American Tobacco, 
for example, in the past ten years has 
added 53 millions to the assets behind 
its common stock, which meanwhile in- 
creased in market price over 140 mil- 
lions—a difference explained by the 
growth in net earnings from 8 to 19 
millions. 

Where a company is unusually pros- 
perous the reason will generally be 
found in a special growth of demand— 
a growth more rapid than the normal, 
secular, or populational rate. This may 
be due to new or intensified public 
_tastes—as in cigarettes, autos and vari- 
ous trade-marked goods; or to advan- 
tages enabling certain types of organi- 
zation to secure an increasing propor- 
tion of the total business in their field 
—as illustrated by chain systems, de- 
partment stores and many small effi- 
cient enterprises. In such cases ex- 
panding volume keeps competition 
within “healthy” bounds, and permits 
maintenance of a satisfactory profit 
margin on the growing turnover. 

Neither the steel industry, as a whole, 
nor U. S. Steel in particular, belongs 
to this class. Their. growth has been 
sure and by no means slow; yet in the 
absence of any special stimulus to de- 
mand, the tendency has been for aug- 
mented capacity to keep well abreast 
of rising volume. Hence, competitive 
pressure has been gradually undermin- 
ing the margin of profit on sales and 
the rate of return on capital. This 
would seem to be the fundamental rea- 
son for the relatively moderate im- 
provement in the position of Steel com- 
mon stockholders over the past ten 
years, as compared with that of many 
other companies operating, it would 
seem, under no more favorable auspices. 

It might be well, finally, to point out 
the practical bearing of this situation 
on the value of Steel’s cash assets. We 
have seen that in the past decade the 
corporation’s financial position (as 
distinct from its operating assets) has 
been improved to the extent of over 300 
millions, or $60 per share, from which 
it has derived added annual income of 
15 millions, or about 5%. Yet, in- 
vestors would generally expect Steel 
common to earn on ‘the average some 
10% on its market price—this being 
regarded as a fair ratio in the case of 
stocks with normal prospects and sub- 
ject to fluctuations in earning power. 
Nor is it customary to reduce the re- 
quired percentage because of the ex- 
istence of large cash assets, unless 
there is a definite likelihood of a large 
distribution. This being the case, 4 
peculiar and wide discrepancy results 
between the face value of the corpora 
tion’s holdings in cash, or cash equiva- 
lents, and their practical value to the 
stockholders. There is no room here 
for a thorough discussion of this point, 
but it is worth considering that there 
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may be such a thing as excess financial 
grength in the same way as excess 


plant capacity. PN 
In the absence of strong indications 


to the contrary, it must be assumed | 


that the Steel Corporation’s manage- 
ment is thoroughly aware of the con- 
siderations outlined above, and has held 
them clearly in mind when apportion- 
ing the annual profit between dividends 
and reinvestment. With respect to the 
sums applied to plant account, a good 
part of these seem to have been dic- 
tated more by necessity than by choice, 
and their failure to produce a com- 
mensurate growth in profits must be 
attributed to conditions inherent in the 
industry rather than to faulty judg- 
ment. Frankly speaking, it is not so 
obvious that all the sums applied to 
cash assets and bond retirement have 
been indubitably needed therefor. The 
accepted argument in favor of ultra 
conservatism—that the _ stockholders 
must ultimately reap the benefit—fails 
to take the time element into account. 
According to this view, it is immaterial 
to a shareholder whether his equities 
take realizable form in one year or ten. 
Nothing could be more fallacious; for 
in this respect stocks are identical with 
bonds, the return from which is invari- 
ably calculated on an annual basis. 
Hence, in a real sense delay means loss; 
and to the extent that a stockholder’s 
reward is postponed, its value to him is 
diminished. 

Needless to say our conclusions in no 
wise question the impregnable strength 
of U. S. Steel Corporation or its ability 
to earn a fair return on a capitaliza- 
tion undoubtedly far below the actual 
investment. We have been concerned 
rather with the cause and significance 
of the persistent disparity between the 
book value of Steel common and its 
market quotation. Our investigation 
indicates that the steel industry is one 
which necessitates a steady upbuilding 
of assets without assurance of a com- 
parable increase in earnings. This be- 
ing the case, it is inevitable, and by 
no means unjust that the stock market 
should appraise these added assets at 
less than their face value. 

This may explain why Steel common 
does not and should not sell at $280 
per share. Whether the present record 
price, around $140, is intrinsically low 
or high, constitutes an entirely different 
question, on which this article sheds at 
best an indirect and partial light. Look- 
ing beyond the immediate market 
furore, and the accompanying stock 
dividend prospects, the writer hazards 
the view that the essential character 
of Steel common remains the same to- 
day as in the past—a surer investment 
than most, but slower than many to 
grow in value. 


The Magazine of Wall Street has compiled 
a list of books on Speculation, Economics 
and Business subjects published by other 
companies. All of these books have been 
read by our Staff of experts and we heart- 
ily recommend them to our readers. We 
motte further correspondence about this 
_ Address your inquiries care of .Book 
epartment. 
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Telephone line over the Rocky Mountains 














Spanninc the country, under 
rivets, across prairies and over 
mountain ranges, the telephone 
builders have carried the electric 
wires of their communication net- 
work. Half a century ago the 
nation’s telephone plant was a 
few hundred feet of wire and 
two crude instruments. The 
only builder was Thomas A. 
Watson, Dr. Bell’s assistant. 


It was a small beginning, but 
the work then started will never 
cease. In 50 years many million 
miles of wire have been strung, 
many million telephones have 


been installed, and all over the 
country are buildings with switch- 
boards and the complicated ap- 
paratus for connecting each tele- 
phone with any other. The 
telephone’s builders have been 
many and their lives have been 
rich in romantic adventure and 
unselfish devotion to the service. 


Telephone builders are still ex- 
tending and rebuilding the tele- 
phone plant. A million dollars a 
day are being expended in the 
Bell System in construction 
work to provide for the nation’s 
growing needs. 
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IN ITS SEMI-CENTENNIAL YEAR THE BELL SYSTEM LOOKS FOR- 
WARD TO CONTINUED PROGRESS IN TELEPHONE COMMUNICATION 
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When Boys we 


T NDLESS uproar marked the telephone central 

office when boys were operators. Even with 
discipline at its best, the office was filled with con- 
fusion, particularly when traffic was heavy. The 
youthful switchboard guardians usually shouted 
to each other and to subscribers. 


These tumultuous scenes are no more. Today, 
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PRACTICAL WORKING OF THE 
GROUP INSURANCE PLAN 


(Continued from page 546) 








ee 


cipal benefits and privileges, and 
specifying amount of insurance 
and beneficiary; and 

5—For including in the group insur- 
ance all eligible new employees 
on same terms as original mem- 
bers. 


An important clause incorporated in 
the usual group policy is that pertain. 
ing to permanent total disability, under 
which, if the employee is incapacitated 
before age 60 by such total and per- 
manent disability, premiums are waived 
on his insurance and he enters on the 
benefits operative under this clause:— 
payment of the proceeds of the policy 
in a lump sum, or in installments over 
a specified period. 


seated at thousands of switchboards, expert hands 
quietly join the speech highways of the nation, 
inter-conrecting over 17,000,000 telephones. They 
make possible 73,600,000 telephone conversations After application for the group 
daily. ; policy is made by the employer, and its 
The central office equipment of the Bell System installation is under way, it is usually 
Hlone represents an investment of more than arranged that a register shall be kept 


Census of Employees 


$600,000,000. Included in the telephone property 
are 1,900 buildings, owned by the Bell System, rep- 
« resenting, with the land, a $248,000,000 investment. 


This plant and the nation-wide service it provides underlie 
the securities of the Bell System. 


The stock of the A. T. &T., parent company of the Bell 
System, can be bought in the open market to yield a 
good return. Write for booklet, “Some Financial Facts.” 
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Studies in Tape Reading 


By Ricnarp D,. Wycxkorr 


Revised edition, in which Richard D. Wyckoff gives you a clear explanation of the 

theory and practice of tape reading, as developed by him in his 35 years in Wall Street, 

especially showing the new methods required to meet the changing market conditions. 

shows the tage | out of the fundamental principles with illustrations of the tape, so that 
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by the company at its home office show- 
ing the names of the employees parti- 
cipating in the insurance and the 
amount of each employee’s coverage. 
This is preceded by the taking of a 
census of all employees eligible for in- 
clusion in the group insurance, with 
the amount of insurance noted in this 
census according to the particular for- 
mula adopted (as based on length of 
service, on amount of wages, or on 
equality of participation), and stating 
the’ name and relationship of the bene- 
ficiary, date of birth of insured, and 
his specific occupation. 


Cost of Insurance 


The accepted idea of group insurance 
is coverage under which the employer 
pays part of—sometimes the entire— 
premium cost. The New York Insur- 
ance Department has in fact empha- 
sized that the employer should pay at 
least one-quarter of the premium. The 
cost of the insurance varies according 
to the type of industry involved, the 
average age of the employees, and the 
amount of insurance issued to them. 
But for all practical purposes, it may 
be assumed that in the average group, 
the annual premium for a group policy 
of say $500,000 would be approximately 
$5,000—or 1% of the total amount of 
insurance in force. Considering that 
the number of employers in such group 
may be 600 or more, with a payment 
of nearly $100,000, it will be seen that 
the total cost bears a very small ratio 
to the protection granted. Under the 
contributory plan, part of this premium 
cost is, of course, borne by the em- 
ployees. 


Tax Ezemption 


An interesting feature in connection 
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with Group insurance is that deduc- 
tios may be made by the employer 
from Federal Income taxes for pre- 
miums paid on a group policy. This 
deduction is permitted since the pro- 
ceeds of such life insurance do not go 
to the employer, but are paid to the 
beneficiaries of the employees. 

Some employers supplement the life 
insurance coverage to employees by ex- 
tending Pension Benefits also. There 
are various methods of working out 
such pension systems, but the usual 
plan is to require that an employee 
shall have been in service for a stated 
period of years before he is eligible for 
inclusion, and that he shall have at- 
tained the age of 60 or 65 before he 
may be retired from active service and 
enter upon the benefits under the Pen- 
sion Service. The amount of pension 
payable on retirement is fixed by the 
employer when the Pension Service is 
planned and put in operation. 
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PART IV.—THE TECHNIQUE OF 
MANIPULATION 


(Continued from page 533) 
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large part of the floating supply, there 
will not be much long stock to come on 
the market, and buyers will consider- 
ably outnumber sellers. This leads to 
a rapid rise in the price on continually 
increasing volume. The public follows 
the lead of the floor traders. 

The best way to advertise a stock is 
to make it active and strong; the ticker 
is the market’s greatest publicity agent. 
Reputable newspapers always try to 
print explanations for market move- 
ments, because their readers demand in- 
formation. And so, without the manip- 
ulator lifting a finger, financial writers 
in the daily press hasten to print all 
the available gossip and news, and also 
analyze the company’s financial reports, 
trade conditions and business outlook. 
The buying generates the news, not 
vice versa. 

As public buying increases, the vol- 
ume continues to grow, and the manip- 
ulator begins to sell short against his 
calls, perhaps feeding out also a cer- 
tain amount of long stock that he may 
have accumulated on his own account 
on the way up. Selling against his 
calls creates a short interest that will 
lend strength to the market when the 
time comes to unload the pool’s accumu- 
lation. As the manipulator’s calls, in 
this instan¢e, averaged five points 
higher than the cost of the pool’s line 
of stock, it is perhaps only fair that 
he should obtain a correspondingly 
higher price, and there was nothing in 
his agreement to prohibit him from 
buying shares on his own account so 
long as he makes money for the pool. 

If, at any point of the marking up 
stage, floor traders and others show a 
disposition to throw too much stock on 
the market, the manipulator may send 
‘another broker, the “bid up man,” into 
the crowd to bid for a round lot, say 
5,000 shares % above the market, but 
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The Magic Sack— 


GOOD ROADS — FARM BUILDINGS 
WAREHOUSES — SKYSCRAPERS 


—all out of the magic sack of cement! 


The completely electrified cement 
industry has given us not only 
farm buildings, factories, ware- 
houses, and skyscrapers, but 
30,000 miles of permanent hard 


roads. 

With only five times the labor, 
The General Elec- but with fifteen times as much 
tric Company’s 1 ¢ os ° 
seaieain te: found electricity, cement production 
on the motors that - has increased thirty-fold in 25 
runthe grinders, 
weigh the cement years. 
and sew the sacks. : 
As in so many other A magnificent example to other 
industries, these ini- : S : 
Pi gg gee American industries that, by 
men to see that elec- electrifying, they could doa great 
tricity works at ‘ 
inceaeiaiactions deal more work with only a few 
and humanstrength. more workers. 
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Condensed Statement, June 30, 1926 

















RESOURCES 


Cash on Hand, in Federal Reserve Bank 
and Due from Banks and Bankers..... $124,912,436.67 






























































U. S. Government Bonds and Certificates... 35,994,453.73 
sa sid tee i509 wv o oeK OSG 13,872,124.38 
ROLE ESOT TE PTET TEES. 23,805,702.20 
Loans and Bills Purchased ............. 386,102,250.95 
Real Estate Bonds and Mortgages........ 2,049,000.00 
Items in Transit with Foreign Branches. . 2,105,448.60 
Credits Granted on Acceptances......... 40,369,176.59 
NS ihn, re a ok gh GL De RAMON. & 0% 04.0% 8,065,960.26 
Accrued Interest and Accounts Rencioiiits 7,226,205.42 

$644,502,758.80 













LIABILITIES 


IRIEL, bees eM Uh iS Watton sigin ee $25,000,000.00 
OTT Oe ee ee 20,000,000.00 


















































SS a a 3,250,452.15 
$48,250,452.15 

Accrued Interest, Reserve for Taxes, etc. 4,721,839.71 
RS rar 40,369,176.59 
Outstanding Treasurer’s Checks......... 31,173,765.39 
eee ee ee See he 6 a4 0 5 0 bak 519,987,524.96 
$644.502.758.80 
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actually taking as little of that amount 
as possible. Then the original pool 
brokers start bidding up the stock 
again by fractions, and in small lots, 
This renewed demand, coming appa- 
rently from many sources, will usually 
scare off the sellers and bring in fresh 
buying. 

As the day approaches for the stock 
to sell ex-dividend, weakness begins to 
develop in other stocks around the room, 
there is a tendency for the buying in 
Consolidated Electric to slacken, al- 
though the volume is still quite heavy. 
The manipulator knows from long ex- 
perience that he will not be able to 
mark up the price much higher with- 
out adding considerably to his line, and 
that the time has now come to com- 
mence distributing before it is too late. 
The big money in 2 boom is always 
first made by the gambling public—on 
paper—but it usually remains on paper. 
The biggest task of all now remains 
for the manipulator to convert the 
pool’s paper profits into cash. 





The next instalment will conclude 
the Technique of Manipulation. 








THREE PER CENT BONDS— 
RELICS OR FORERUNNERS? 
(Continued from page 531) 








issues such as the senior securities of 
roads like Union Pacific, twenty-year 
maturities sell at less than 4.45%. It 
is with such bonds that divisional 
“threes” must be placed in competition. 
U. S. Treasury 3%s of 1956 sell to 
yield 3.63%, but, of course, tax exemp- 
tion plays a role, and it is possible that 
the pure money rate, as shown by 
United States Bonds, in and of itself, 
must soon go below 3%%. Hence, it 
seems plausible to assume that highest 
grade corporation credit ought to dip 
below the four per cent average in 
about two years. In such an event, the 
three per cents, at present prices, re- 
main quite attractive. 

This deduction is fortified by a study 
of the underlying strength of the money 
market today. No sooner does any ex- 
ceptional combination of circumstances 
force the money rate temporarily 
above, say, four per cent, than a flood 
of funds is called forth, which immedi- 
ately depresses the rate. Coupled with 
lower rates in London and Berlin than 
prevailed in the inflationary periods, 
and with European return to American 
investments, the old alignment in favor 
of drastic reductions in interest rates 
is being manifested. After all, the fact 
that American rails could be offered in 
a London market, saturated with 
funds, was one of the prime causes of 
the three per cent bonds of long ago. 
There is good reason to believe that 
the United States is repeating the 
saturation history of England, and this, 
coupled with European demand, ought, 
theoretically, to reduce interest rates 
even below the low rates of the nineties. 
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THE HIGH COST OF BEING 
A BROKER 


(Continued from page 523) 
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to make a fair return to the firm which 
we visualized earlier as starting with a 
capital investment of approximately 
$350,000. But when one stops to con- 
sider that there is one firm with 40 
branches or offices, another with 28 and 
another with 19 and that the total of 
firms with one or more branch offices is 
110, one perceives that such houses 
would have, to do a vastly greater busi- 
ness than 470,000 shares per annum 
to make expenses. 

The reader has perhaps concluded 
that it is the endeavor of the writer 
to establish the argument that the brok- 
erage business is a losing game. In a 
great many cases it is. There are, to 
be sure, a number of large firms which 
make very handsome profits from the 
commission end of the business, but 
there is still a larger number whose 
profits compare unfavorably with many 
other lines of human endeavor. 


The “Big Money” 


The “big money” in Wall Street is 
not made in the commission business 
but by the “houses of issue,” 7. e., firms 
who underwrite and sell securities. The 
profits in a year of successful under- 
writing make the profits made by com- 
mission houses seem beggarly in com- 
parison. Incidentally, the underwriting 
game is no sinecure either. But that is 
another story. Suffice to say that the 


successful broker cannot hope to match . 


the profits of the successful under- 
writer. 

Many brokerage houses are occa- 
sional underwriters and perhaps con- 
duct a retail bond business as an ad- 
junct to the brokerage business. Others 
go in for cotton and grain as well as 
stocks and bonds. This makes for di- 
versification, for if stocks become inac- 
tive, cotton or wheat may become lively 
and bridge the gap. The principal of 
diversification is just as important in 
the brokerage business as it is in agri- 
culture, 

Lest the writer seem to picture the 
brokerage business in too drab colors, 
let it be said in conclusion that it is as 
good a business as many and perhaps 
better than some. 

But it requires a natural aptitude, 
long training and experience, ability to 
work hard, the power to visualize and 
the faculty of picking and guiding 
others. The individual with those qual- 
ies, plus a real liking for the intricate 
game of Wall Street, need have no fear 
of the outcome if he finds himself in a 
= to enter the brokerage busi- 
ess, 

But that individual who goes into the 
brokerage business under the delusion 
that it is a profession of short hours, 
light, work, freedom from worry and 
Yielding large profits, is destined to a 
tude, sad and expensive awakening. 
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The New York Trust Company 


100 Broadway 


40th St. & Madison Ave. g7th St. & Fifth Ave. 





CONDENSED STATEMENT OF CONDITION 


At the close of business, June 30, 1926 


RESOURCES 


Cash an Hand and 1n Banks 
Exchanges for Clearing House 
U. S. Bonds and Certificates of In- 

debtedness . . . . . ~. . 5§,068,749.89 
Other Bonds and Securities . . . 16,289,293.43 
Loans and Bills Purchased . . 152,603,277.13 
Bonds and Mortgages — 1,4.30,195.22 
Customers’ Liability under Accep- 

tances and Letters of Credit 
Accrued Interest Receivable and 

Other Resources . . . «>.  2,468,904.26§ 


$337,119,541.62 


-$ 32,841,783.40 
100,869,710.30 


25,557,028.00 





LIABILITIES 
; . $ 10,000,000.00 
Surplus  . . . 10,000,000.00 
Undivided Profits a 10,84 3,440.29 
Dividend Payable June 30, 1926. . 500,000.00 
Reserve for Taxes, etc. . . +. . 2,361,376.09 
Accrued Interest and Accounts 
Payabie i Wake a x 
Acceptances and Letters of Credit 
Outstanding Certified and Treasurer’s 
Chee . . 
ee 


Capital ss + 


1,621,357.13 
25,557,028.00 
40,541 617.06 
235,694,123.05 
$337,119,541.62 








Member of the Federal Reserve System and of the New York Clearing 


House Association 
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Puts - Calls - Spreads 


Guaranteed by Members of the New York Stock Exchange 


May be utilized as insurance to protect margin accounts; 
to supplement margin; and in place of stop orders. 


Profit possibilities and other important features are de- 
scribed in Circular W. Sent free on request. 


Quotations furnished on all listed securities 


S. H. WILCOX & CO. 


Established 1917 Incorporated 


Telephone Hanover 8350 
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COINS 


ARE COIN BOOK, Séc. 
Send $2.00 for old United 
States coins, including ™% 
cent, 1 large cent, 2-cent 
Copper, 3-cent Nickel and 3- 
cent Silver Half Dime; Early 
Dime, Early Quarter, Early 
Half Dollar. Guttag Bros., 
16 Exchange Place, New 
York. 
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New York City 




















Stock transfers have 
forty-eight masters 


The laws of Forty-E1GHT STATES govern 
the transfer of stock. Any state may 
change its laws at any time, and unless 
this phase of business is your specialty vou 
face the possibility of a costly error. The 
appointment of The Equitable as transfer 
agent entirely relieves a corporation of 
this responsibility. 

Local banks who wish to supplement 
their own Corporate Trust Services will 
find The Equitable well equipped to as- 
sume complete responsibility for transfer- 
ring stock of corporations. 


Send for our booklet—The Equitable 
Trust Company, Transfer Agent. 


4£ EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
37 WALL STREET 


Madison Ave. at 45th St. 

247 Broadway Madison Ave. at 28th St. 
District Representatives 
PHILADELPHIA: Packard Bldg. 
BALTIMORE: Keyser Bidg., Calvert and 
Redwood Streets 

CHICAGO: 105 South La Salle Street 
SAN FRANCISCO: 485 California Street 


LONDON PARIS MEXICO CITY 
Total resources more than $450,000,000 


Bank and Insurance Stocks 


Quotations as of Recent Date 


NATIONAL BANES: 


Asked 
American Ex-Pacific (18A) 4 440 
Chase (20A) — 430 
Chatham & Phenix (1b) 370 


617 


16) 
First (N. ¥)> (100A) 
Hanover (27) 
Park (24) 
Public (16) 
Seaboard (16) (F) 


. TRUST COMPANIES: 


Bankers (20) 
Bank of N. 


y ) 
Irving-Columbia (14) 
Manufacturers (20) 


20 
United States (60) 


STATE BANKS (NEW YORE): 
355 


Bestinn (28) (9, F. Oils sc ccceses 
Corn Exchange (20) ... 
Manhattan Oo. (8C) . 

State (16) 

United States (10) 


INSURANCE COMPANIES: 


Aetna Fire (24) 
Aetna Life (12) 

§ *Fidelity-Phenix (6) 
i *Continental (6) 


Glens Falls (1.60) 
Globe & Rutgers (28) 
Great American (16) 
Hanover (5) 
Hartford Fire (20) 
‘*Home (18) 

i *Cacolina (1) 
Milwaukee Mech. 
National Fire (20) 
Niagara (10) 

§{ *Nortt, River (4) 
?*United States (4.80) 
Stuyvesant (6) 
Travelers (0) 
Westcheste: (2.50) 


SURETY AND MORTGAGE COMPANIES: 


American Surety ‘*) 
National Surety (9) 
Lawyers Mortgage ‘ 
Mortgage Bond (8) 


JOINT STOC.. «».°) BANKS: 
Bankers of Milwaukee .. aes, |) 
Chicago (6) ; 
Dallas (10) 

Denver (8) 
Des Moines 


New York (10) 
St. Louis (9) 
Southern Minnesota 


(A) Includes dividends from Securities Com- 


(C) Par $50. (D) Ex-rights. 


pany. (B) Par $5. 
(F) Ex-dividend. 


*Members same group. 





HE most important legal develop- 

ment in some time in the bank- 

ing field has been the decision of 
the Appellate Division of the Supreme 
Court of New York upholding the vot- 
ing trust of the Bank of America. This 
decision vacates an injunction granted 
against the voting trust this spring, 
and has. great significance for the fu- 
ture of mergers and bank control gen- 
erally. 

Voting trusts have been valid in the 
case of National Banks, and the up- 
holding of them in respect of a New 
York state bank practically ensures the 
continuance of the practice in all varie- 
ties of financial institutions. In effect, 
it permits a non-voting stock situation, 
but instead of the stockholders abne- 
gating the right to vote in perpetuity, 
the voting trust rescinds that right for 





Ge 


a definite term. In New York the maxi- 
mum has been ten years. An amend- 
ment to the Stock Corporation law of 
New York as yet prohibits such voting 
trusts in the future, but the strong 
affirmation of the Appellate Division as 
‘to the equity of voting trusts may be 
expected to affect legislation. Although 
the decision goes far beyond banks in 
its ultimate implications, yet, in effect, 
it gives the management of banks a 
ready weapon against those who would 
seek to purchase control in the open 
market. The majority of mergers do 
not take place in such a manner so that 
it is as yet difficult to foresee what this 
decision may do to the tendency to 
effect mergers especially among metro- 
politan institutions. 

An upward curve of deposits, after 
the somewhat disappointing first quar- 








We are interested in 


Bank of America 





Chase National Bank 
Equitable Trust Company 
First National Bank 
Importers & Exporters Ins. 
National Surety Co. 
Weekly Quotation Folder Sent on Request 


Curtis & Sanger 


New York Stock Exchange 
33 Cong<ess St. 
BOSTON 


Members { Boston Stock Exchange 
49 Wall Street 


NEW YORK 




















When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREBT 
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ter of the year is shown by some recent 
statements. In the second quarter of 
the year, Chase increased its deposits 
by 21 millions. Total deposits are now 
813 millions. This is still well behind 
National City, which after its recent 
merger with Peoples’ Trust shows de- 
posits of 963 millions, and resources of 
1.28 billions. Equitable Trust shows 
record resources of 512 millions. 

National City in its purchase price 
of $845 per share for Peoples’ Trust 
stock paid $570 for tangible assets and 
$275 per share for the intangible asset 
of good will. The latter amount, equiva- 
Jent to 5.5 Millions, has been deducted 
from the undivided profits of National 
City. Naturally, any conservative 
bank in merging with a smaller institu- 
tion whose good will has value, will pay 
for that value, but prudence would 
seem to indicate that the National City 
example be followed. The good will so 
purchased will reveal itself later in the 
profits of the bank, and will be divided 
between dividends and reserves. 

That bank prosperity is not confined 
to the metropolitan area of New York 
is indicated by an extra disbursement 
of 10%, in addition to regular dividend 
of 25%, per. quarter by the Union 
‘Trust of Pittsburgh, a Mellon institu- 
tion. 

Among joint stock land banks, the 
July ist dividends reveal expected 
«changes. Chicago and Kansas City re- 
duced their July 1st dividend from $5 
to $3, Bankers of Milwaukee and Des 
Moines omitted the dividend, New York 
initiated dividends at the rate of $10 
per annum, and North Carolina has in- 
creased its disbursements from 4% to 
8% per annum. The predictions and 
analysis in our last issue remain signifi- 
cant for this group of stocks. 








The Test of Safety 


—Is the mortgage for less 
than 60% of property 


valuation? 


—Is the net income at 
least 214 times greatest 
annual interest charges? 


—lIs the bond protected by 
a bank trustee? 


—lIs the bond uncondition- 
ally guaranteed against 
principal and _ interest 
loss? 

8% 

Created and Guaranteed by 

FIRST MORTGAGE & BOND 


COMPANY 
Resources over $4,500,000 














s 
a 


MORTGAGE 


a For 43 years the name Tatum has stood for stability and integrity 
in the South. Besides large banking interests, the Tatum 
organizations include two morigage companies, one 
of the largest realty brokerage companies in the 
country, and two large title companies. 


Apply This Test 


Before You Invest! 


There was a time when the mortgage 
bond buyer was inclined to use little 
discrimination in his choice of real 
estate bonds. This order has changed 
and with the more careful selection has 
come a°demand for a STANDARD 
TEST OF SAFETY. One of the 
most rigid of these tests of safety is 
embodied in the four questions in the 
column at the left. 

Admittedly, only the small minority of 
real estate bonds can conform to these 
standards. But the wise investor will 
make certain that his bonds are gilt- 
edge—proven by this test. 

Fill out the coupon below, so that we 
may send you the description of a 
bond which more than meets this test 
in every particular. 


TATUM. BOND 


CORPORATION 


250 Park Avenue, at 46th Street, New York 
Murray Hill 3836 


Send me circular 702. describing 8% Guaranteed Bonds 

















Important Dividend Announcements 


Note—To obtain a dividend directly 
‘from the company the stockholder must 
‘have his stock transferred to his name 
before the date of the closing of the 
company’s books. 


«Ann’l Amount Stock Pay- 


Rate Declared 
$2 Amer. Can cm $0.50 
$1 Am. La France cm. .$0.25 
$3 Anaconda Copper ...$0.75 
$7 Atch., Top. & 8, Fe.$1.75 
6% Atlas Powder pf....14%4%% 
5% Balt. & Ohio em....14% 
8% Canada Southern ...1144% 
$4 Chic, Yell. Cab....$0.33%4 
$5 Col. Gas & El, cm..,$1.25 
$7 Col. Gas & El. pf...$1.75 
$7 Consol. Cigar pf.....$1:75 
$5 Cont. Can, 
$9 Del. & Hudson 
8% Diamond Match 
1% Fair, The, pf 

"$2.40 Fair, The, cm F 
$4 General Cigar om....$1. 
$3 Household Prod. ....$0:75 
$3 Kayser, Julius, cm..$0.75 
$7 Loose-Wiles 2d pf....$1,75 
1% Macy, R. H., pf....1%% 
$5 May Dep. Stores cm.$1.25 
$4 Norf. & W. Adj. pf.$1.00 
$2 Orpheum Circ. cm.:$0.16% 
1% Phillips Jones. pf.... 
$5 Postum Cereal 


Record able 
7-31 
8-2 8-16 
7-17 «= 8-23 
7-23 
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5% Tidewater Oil ihe 
U. 8. Rubber pi 

$5 Wab. Ry. pf. 

$8 Wrigley, Wm. ...... $0. 
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A. A. HOUSMAN & CO. 
Business Established 1884 





MEMBERS 
N. Y. Stock ExcHANGcEe 
N. Y. Corron ExcHANGE 
New York Corrge & 
Sucar ExcHANGE 
N. Y. Propuce ExcHANGE 
N. Y. Curs MARKET 
Cuicaco StocK EXCHANGE 
CxHrIcaGo BoarD oF TRADE 
Houston 
Cotton EXCHANGE 
DALLAS 
Corton ExcHANGE 
RuBBerR EXCHANGE OF 
New York, INc. 
Los ANGELES 
Stock ExcHANGE 
New ORLEANS 
Corron EXCHANGE 
San Francisco Stock 
& Bonn ExcHANGE 
Toronto 
Stock ExcHANGE 
WINNIPEG 
Gratin EXCHANGE 
WINNEPEG 
Stock EXCHANGE 


AssociaTE MEMBERS 
or LIVERPOOL 
Corron ASSOCIATION 


—— 


UNITED 
CANADA. 





PosITIoONsS of 
Southern Pacific and 
Missouri Pacific ana- 
lyzed in our current 
Fortnightly Review. 
A copy will be mailed 
on request. 


LEASED PRIVATE WIRE 
CONNECTIONS WITH 
ALL PRINCIPAL SECUR- 
ITIES AND COMMODI- 
a TIES MARKETS IN THE 


A. A. Housman-Gwathmey & Co. 


ELEVEN WALL STREET 
New York City 


GWATHMEY & CO. 
Business Established 1820 





BRANCHES 


; 2 
L' ees Chicago, Ill. 


Philadelphia, Pa. 
Paterson, N. J. 
Washineton. D. C. 
Buffalo, N. Y. 
New Haven, Conn. 
San Francisco, Cal. 
Los Angeles, Cal. 
Pasadena, Cal. 
Seattle, Wash. 
Spokane, Wash. 
Tacoma, Wash. 
Portland, Ore. 
Houston, Texas 
Toronto, Ont. 
Hamilton, Ont. 
Ottawa, Ont, 


STATES AND Winnipeg, Man. 
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100 Firms in the Gen- 

eral Motors Co. 
Building, Detroit, 
use Globe-Wernicke 
equipment. 








The face of every G-W 
Angular Tab in the 
drawer is upturned to 
meet your eye. 


Whose Fault P 


An important and impatient cus- 
tomer called up over “long dis- 
tance.” In his office the president 
sat waiting, w-a-i-t-i-n-g, WAIT- 
ING! Outside three clerks were 
frantically hunting, hunting, hunt- 
ing for a contract that could not 
be located. “It must be in the file, 
but where?” And so the day was 
utterly ruined. 


Globe-Wernicke 


For the very reason that it is the 
most elaborate of all filing systems, 
the G-W “Rainbow” Safeguard is 
also the simplest and fastest, repre- 
senting a striking paradox. 


Alphabetic, Numeric, Geographic 
and Subject guides—any of these 
may be combined in a_ single 
scheme or arrangement in one 
drawer or expanded to fill a big 
battery of cabinets, old or new. 


Selection by color speeds up filing and 
facilitates finding. Vari-colored angu- 
lar tabs of transparent celluloid at 
right or left ends or staggered across 
the top edges of the durable press- 
board guides, give to the Safeguard 
“Rainbow” System its name. 

There is a G-W expert near you. 
Let him solve your filing problems. 
Send the coupon for his name and two 
valuable booklets. 


THE GLOBE-WERNICKE CO. 
Cincinnati, Ohio 


MAIL THIS COUPON 


THE GLOBE-WERNICKE CO. 
Box 69, Cincinnati, Ohio 
Please send book'ets marked with X 
below. 
oO “Eliminates Waste—Everything 
Complete.” 
0 “New G-W Steel Office Equipment 
Catalog.” 
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IMPORTANT ISSUES 


Quotations as of Recent Date* 


1926 Price Range 
—_A~——_—,, Recent 
Name and Dividend “High Low Price 
Albert Pick Barth wi 11 10 
Amer. Gas & Elec. (1) 86% 
Amer, Super Power A (1.5).. 37% 251% 
Amer. Super Power B (1.5).. 39 26% 
Centrif. Pipe (1) 27 
Cities Service New +2).... 428% 
Cities Service Pfd. 86% 
Continental Baking B 
Continental Bak. Pfd. (8)... 
Curtiss Aero 
Curtiss Aero Pfd. (5) 
Durant Motors 
Elect. Bond & Share (1) 
Electric Investors 
Ford Motor of Canada (20).. 
General Baking A (5) 
General Baking B 
Gillette Safety Razor (3).... 
Glen Alden Coal (7) 
Goodyear Tire & Rubber 
Gulf Oil (1.5) 
Happiness Candy Store (50c) 
Hecla Mining (1) 
Horn & Hardart (1.50) 
International Utilities B 
Land Co. of Florida 
Lion Oil & Refining (2) 


1926 Price Range 


Name and Dividend 


Metro Chain Stores 
Mountain Producers (2) 
New Mex. & Arizona Land... 
Nipissing Mining (60c) 
Northern Ohio Power 

Pacific Steel Boiler 

Puget Sound P. & L. ($4).... 
Reo Motor (80c) 
Rickenbacker Motor 


Servel Corporation A 
Southeast Pwr. & Lt. new 
So’east Pwr. & Lt. Pfd. (4). 
Stutz Motors 

Trans Lux 

Tobacco Products Export 
Tubize Artif. Silk 


STANDARD OIL STOCKS 


Continental Oil _ ) 
Humble Oil (1.2 
International Pet. 
Ohio Oil (2) 


Standard Oil of Ind. (2.5).. 
Standard Oil of N. Y. (1.4).. 
Vacuum Oil (2) 





URB shares have developed a firm 
trend with a definite miovement 
into higher ground on a degree of 

activity that can only be characterized 
as “normal.” Public utilities have been 
strong with advances ranging from 
three to ten points being noted among 
the leaders in this group during the 
past fortnight. The industrials have 
been more irregular but on the average 
have shown an advancing price trend, 
with the oil shares, as heretofore, es- 
tablishing gains with the exception of 
only one or two unimportant companies. 
In spite uf the activity of some of the 
leading motor stocks on the “big board,” 
the motor stocks on the Curb were gen- 
erally weak and quite uninteresting, 
except for a late spurt in Durant Mo- 
tors. 


In spite of the announcement of the 
action of the directors in passing the 
dividend on the common shares of the 
Puget Sound Power & Light, the stock 
has held remarkably firm and is cur- 
rently selling at a fraction of a point 
under 30, the price at which it was 
recently recommended in these columns 
as a long range speculation. The like- 
lihood of some such dividend action was 
pointed out here and this step, taken 
by the management to conserve cash 
for further development, does not 
change our favorable opinion from the 
speculative viewpoint. 

Another low priced utility which ap- 


pears to have favorable long pull pros- - 


pects but which so far has been over- 
looked by the trading element on the 
Curb is Sierra Pacific Electric com- 


mon. The initial quarterly dividend of 
50 cents a share on May first placed the 
stock on a $2 annual basis, providing 
an investment return of over 7.1% at 
the current price of 28. Last year this 
dividend was earned on a small margin 
during a period when operating ex- 
penses were abnormally high due to a 
drought which made it necessary for 
the company to purchase current. Dur- 
ing the twelve months including April, 
the balance available for the common 
after all charges was in excess of $4 a 
share, 

Sierra Pacific Electric is capitalized 
with 3.5 million dollars in 6% cumula- 
tive preferred and 80,000 shares of 
$100 par value common stock, following 
less than half a million of bonds of 
subsidiaries but no bonded debt of its 
own. Against this capitalization stands 
the company’s hydro-electric generating 
and distributing properties valued in 
excess of 14 million dollars. The com- 
pany has no traction property and 
serves the most profitable sections of 
Nevada including the city of Reno. 
The physical property, including five 
hydro-electric plants on the Truckee 
River, is maintained in good condition. 

A comparatively low capitalization in 
proportion to property valuation and 
earnings together with a geographical 
location of equipment favorable for ac- 
quisition’ by some of the larger public 
utility holding companies has led to 
rumors of possibilities in this direction. 
Even aside from this factor, which, 
however, would ‘undoubtedly. whet the 
speculative appetite, the shares occupy 
an interesting market position. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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MUST WE TURN TO FREE 
TRADE TO ASSURE CON. 
TINUED PROSPERIY? 


(Continued from page 519) 
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eral business comprehension that if 
we are to prosper in world trade with 
our quantity production, we must 
take from the world its specialized 
goods in payment. We cannot cripple 
imports without crippling our own 
exports. We must create a domestic 
demand for these foreign goods by 
many breaches in the tariff walls. 

Such action will reduce the absurd- 
ity of our present situation as regards 
the payment of Europe’s bills to us. 
While many demand that the Euro- 
peans pay in full, they are yet reluc- 
tant to permit payment in its only 
possible form, namely, by means of 
imported goods. There still remain 
the high-tariff doctrinaires at home, 
who in the same breath are wont to 
complain that the many new nations 
of Europe are hampering themselves 
because of the number of tariffs they 
have set up since the war. These 
home protectionists are zealous to see 
established a United States of Europe, 
a great customs union that’ will 
abolish tariffs among themselves just 
as our forty-eight states have abol- 
ished them between their frontiers. 
They might even exclaim in horror 
if we had a high tariff between New 
England and New York, or between 
Michigan, with its Fords and -furni- 
ture, and the rest of this country. But 
they have hardly yet realized that the 
prosperity of the states of this Union 
is grounded largely in the fact that 
they form together, and as between 
each other, the greatest free-trade 
area in the world. 

But all this must not be taken to be 
argument for, immediate and catastro- 
phic free trade with foreign nations. 
It is to point out that the current of 
the times, at least, is setting against 
any extension of the principle of pro- 
tection for “weak” industries in behalf 
of any class, including the farmer. 
That way no relief lies for him. In 
fact, the farmer will get substantial 
relief if the very argument used 
against the Farm Relief Bill, that it 
would raise the price of bread to the 
American consumer, were directed 
against those who have had an arti- 
ficial advantage over consumers which 
they no longer need. 

That the administration recognizes 
the gravity of the issue is patent. 
The agricultural states of the west 
and south may together decide not 
only the Congressional elections this 
fall, but which party will elect the 
next President. True, the farmers 
have yet to learn the lesson of econ- 
omy in large-scale business. They 
recklessly inflated their expenditures 
during the period of inflation prior to 
1919; they reaped a bitter harvest in 
mortgage foreclosures and actual want 


(Please turn to page 627) 
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Public Utility Securities 
for Individual Investors 


We have originated, either alone or with associates, 
and have distributed throughout the country, secu- 
rities of the following public utility corporations: 


Binghamton Gas Works 

Central Iowa Power and Light Company 
Columbus Railway Power & Light Company 
Daytona Public Service Company 

Defiance Electric Company 

Dubuque Electric Company 





Florida Public Service Company 

Grand Rapids Gas Light Company 
Hamilton By-Products Coke Ovens, Limited 
Jersey Central Power & Light Corporation 
Michigan Electric Power Company 

National Electric Power Company 

North Carolina Public Service Company, Inc. 
Northern Iowa Gas and Electric Company 
Northwestern Public Service Company 

Ohio Electric Power Company 

Penn Central Light and Power Company 
Pennsylvania Gas & Electric Company 
Pennsylvania Gas & Electric Corporation 
Pennsylvania-Ohio Electric Company 

St. Cloud Public Service Company 

Sandusky Gas & Electric Company 
Southern Minnesota Gas and Electric Company 
Southwest Power Company 

United Gas & Fuel Company of Hamilton, Ltd. 
Utah Gas & Coke Company 

Vermont Hydro-Electric Company 

West Virginia Water and Electric Company 
Western United Gas and Electric Company 


We shall be glad to send to investors, entirely without obligation 
on their part, a list of securities of strong public utility companies 
which we believe to be particularly adapted to the needs of indi- 
vidual investors. Write to our nearest office. 


A.C. ALLYN AND COMPANY 


INCORPORATED 


CHICAGO BOSTON 
67 W. Monroe St. 


MILWAUKEE 
110 Mason St. 


185 Devonshire St. 


SAN FRANCISCO 
315 Montgomery St. 


PHILADELPHIA NEW YORK 
Packard Bldg. 7 Wall St. 


MINNEAPOLIS 
McKnight Bldg. 


























Marginal j Trading 


We have published a Booklet contain- 
ing a csanien treatise and setting forth 
several general rules on this subject. 
It also briefly discusses: 


Advantage of Odd Lot Buying 
Common Stocks Versus Bonds 
30 High Grade Listed Bonds 


Data helpful to investors is also given. 


Copy free on request 


M. C. Bouvier & Co. 


Members New York Stock Exchange 


20 Broad St. New York 

















DOUBLE 
YOUR MONEY 


not by doubtful methods, but 
by letting it work for you in 
a_ Savings Account. $1,000 
will become $2,000 in 14 years 
with dividends of 5% com- 
pounded semi-annually. 


Payments on our Regular 
Shares, which earn 6%, help 
ace to accumulate that first 


Write for Booklet “M” 
RAILROAD BUILDING 
& LOAN ASSOCIATION 


441 Lexington Ave., New York, N. Y. 
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~~, Buy “Shares in America” 





Ti 


(or multiples thereof) 


will purchase _ participating 
ownership in twenty-four sea- 
soned and _ dividend-paying 
railroads, public utilities, in- 
dustrials and Standard Oils, 


including 


New York Central 
Am. Telephone & Telegraph 
United States Steel 
Standard Oil of New Jersey 


Secured by deposit with Chat- 
ham Phenix National Bank 
and Trust Company, Trustee. 


Average yield over six- 
year period about 8% 


Send for Circular M.W.S.—17 








THROCKMORTON & Co, 
100 BROADWAY NEW YORK 
Telephone Rector 1060 











without loss 


Hard-earned dollars should have 


tke protection of guaranteed bonds 


backed by every dollar of the issuing house. 
Shrewd investors select from among guaranteed bonds 
those giving complete peace of mind. They insist upon: 
(1) A long record of high achievement, 
(2) The highest income optainable with safety, now 8%. 


(8) The highest ratio of resources to outstanding guar- 
antees, 


(4) They insist that the guaranteeing house itself have 
large resources; 


(5) And an open and above board policy as to furnish. 
ing its Gnancial statement. 


Hard-earned dollars are protected by bonds offered by 
this firm whose present officers in advising the plac- 
ing of many millions of dollars in Miami, have recom- 
mended first mortgages yielding 8% for 
20 years without lass, 
Write for Our New Book W. S. 


214 TO 218 NE. SECOND AVENUE 
MIAMI. FLORIDA 








__ AVERAGE Price of 40 BONDS 


come i —v— 1924 —r— 1926 — @ 


25 RAILROADS 

8 INDUSTRIALS 

4 STREET RAILWAYS 
2 PUBLIC UTILITIES 

| MUNICIPAL 











US.GOVERNMENT BOND AVERAGE 


= a 1924 Yr 


TAXABLE 

















MARKET STATISTICS 


N. Y. Times 

N.Y.Times Dow, Jones Avgs. —50 Stocks—— 

40 Bonds 20 Indus. 20 Rails High Low Sales 
Thursday, June 24. 87.75 151.87 114.21 125.77 124.57 1,823,512 
Friday, June 25... 87.59 150.80 114.13 125.74 124.31 1,276,180 
Saturday, June 26. 87.59 150.68 114.05 124.75 124.32 434,295 
Monday, June 28... 87.52 151.08 114.43 125.35 124.31 916,599 
Tuesday, June 29... 87.51 152.61 114.55 126.39 125.17 1,401,830 
Wednesday, June 30 87.44 153.04 114.70 126.94 125.64 1,675,112 
Thursday, July 1.. 87.51 153.01 114.80 127.03 125.93 1,673,430 
Friday, July 2.... 87.51 154.14 115.01 127.18 126.30 1,376,780 
Saturday, July 3... HOLIDAY HOLIDAY 
Monday, July 5.... HOLIDAY HOLIDAY 
Tuesday, July 6... 87.53 154.37 114.71 127.62 126.42 1,175,845 
Wednesday, July 7. 87.69 155.05 114.86 127.95 12644 1,444,955 





STOCK MARKET AVERAGES 


D 25 RAILROADS 
@ 25 INDUSTRIALS 


COMBINED AVERAGES 
OF 25 R.R.&25 INDLS 
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(Continued from page 625) 
during the deflation of 1920-21, and 
after. The accompanying chart of the 
sky-rocketing percentage of farm 
bankruptcies as compared with other 


business enterprises from 1910 to 

1925, adopted from that of the Na- 

tional Industrial Conference Board, 

speaks eloquently of this. The farm 

failures, according to a recent report 

of the National Industrial Conference ; 
Board, rose from 15.5 per 100,000 in 4 
1910-20 to 123 in 1924-25, and were 

reflected in a decline during the five- 

year period of 15 billions of dollars in 

the value of the farm operators’ in- 


vestment of 47 billions. There was a 

concurrent decline of about 20 billions PEED controlled — Speed for 

- ela from a total valuation pleasure sal Spee d for business 
How this four-billions-a-year loss — Speed when needed, in the open 


was sustained is further indicated in and in the “pinch” — 2 to 71 miles 
the chart of prices paid to farmers for ; : 
their products compared with their an hour, acceleration 5 to 25 miles. 


costs—that is, compared with the prices an hour in 614 seconds. That’s the 
the farmers paid to other industries. . : 
Doubtless the farmers could have New Diana Advanced Straight 


saved a great deal had they been or- , ‘ 

ganized, as the other great industries Fight for 1927. 

are organized, to prevent wastes be- Wj a 
tween producer and consumer. They ith a wn smoothness and a COr 

bought farms universally at inflated que you can Ct rumple, Diana offers a 


prices. On items of buildings and ‘ 

machinery they bought individually, 4 finerand greater comfort, plus 
and recklessly, during the decade prior 2 Patented Safety Vision,Com- 
to 1920, instead of pooling their in- ae . 

vestments in cooperative equipment ! posite-Steel Body, and the 
at a thriftier outlay of cash and Easiest Steering in America. 
credit. Thus in the Census of 1920 fala \ 

the farmers’ own figures on invest- < . 

ment in machinery show an average of . A demonstration 

$7.15 for each acre of improved land Sa (67 will convince you. 

in the United States. This improved Wey 

land is not all tilled, and the figures ye Built by the 

on machinery exclude tractors, which ¥ , 

are listed separately, and automobiles, MOON MOTOR C AR CO 
some of which are used as farm ‘ 
trucks. y) St. Louis 


Into such purchases the American 
farmer entered with abandon, dissi- 
pating his efforts in individualist 
strivings. The deflation that sent all 
prices over the cliff in 1920 and 1921 
has not yet ceased in its effects; and 
as late as 1924-25, the most favorable 
farm year since 1920,. the labor earn- 
ings of the average farm operator, in- 


cluding tenants with owners, are re- % ~ 
ported by the National Industrial Con- THE ADVANCED STRAIGHT 8 | 
ference Board to be but $804. Of 

this sum the farm itself supplied food, 


fuel and shelter in the sum of $634,” 
leaving only $170 available for other 
living expenses. What this means in 


poverty and blight of family hopes may K P d Wh urities 
be but faintly imagined by all other eep oste y not sec ti 
classes of owners and wageworkers. The books, booklets, circulars and special from Ecuador ? 
The persistence of the farm defla- letters listed below have been prepared with 
ti h 2 the utmost care by business houses of the When planning diversification for 
tion, however, as compared with that highest standard. They will be sent free on your investments, do not overlook the 
in other industries, and of the lower pong ye sageine ad the issuing house. Ask importance of geographical distribu- 
range of farm commodities which has We urge our readers to take full advantage . ‘Upon request, we shall be glad to 
prevailed into 1926 cannot be ascribed of this service. Address, Keep Posted De- prepare for you a special report con- 
alo t = es partment, Magazine of Wall Street, 42 Broad- cerning a few standard issues en- 
me to the improvidence of the farm- way, New York City. titled to a high grade rating. 
ers or to their lack of sense in busi- Pro —. on ye de mee free - 
hess c ° e ° Ss charge and W not obligate you 
ombination. Hence the inade PROFIT SHARING PLAN UNDER THE any way. 


quacy of th i Aa i x 
7, +0 e President’s indorsement MAHLSTEDT STEEN METHOD OF FINANO. BANCO DE DESCUENTO 


of the Farm Marketing Board bill for ‘ 

the larger development and consolida- 4 ee of Evintinal, aubured toques tnosase Guayaquil . Ecuador 
tion of farmer’s marketing associa- Return of principal, a continuing share in “Just the Bank You Need” 
the profits. Ask for circular (361). 
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PROBLEMS OF THE AVERAGE BUSINESS—AND 


THE REMEDY 
(Continued from page 527) 


to cite a few men, representative of a wide range of enter- 
prise including banking, utilities, manufacturing, trans- 
portation. 

This fact does not mean that the business management 
of America should abdicate in a body in favor of the gen- 
tlemen of bench and bar, nor that every business man must 
take a law course before he is competent to head up an 
industrial, commercial or financial organization, but that— 
discounting the incident of personality—a certain habit of 
thought and quality of mind were bred in the solving of 
legal problems which were effective when transferred to 
the solution of business problems. The practice of law is 
the application of the theory of law on a basis of fact. 
A high type of legal mind becomes habituated to the facing 
of facts and the practice of analyzing and rating them. 
Motive, the “why” of the act, as well as the act itself 
is also considered and the mental processes of the other 
fellow are studied in order to know what he is thinking 
and feeling. 

Managements that have been employing the newer prin- 
ciples of production and distribution with success have 
seen that economy of production must infiltrate the entire 
production process. The restrictive immigration laws have 
made it impossible to look to an unlimited supply of cheap 
labor. Wherever processes can be taken over by machin- 
ery, they are being so taken over. Production methods are 
thoroughly overhauled. 

The control of every detail of mechanical production 
from raw material to shipping department; the keeping of 
accurate costs; the elimination of waste—all of these pro- 
cedures are a part of the new management which would 
keep in step with the new principles. 

Every device that will yield a return in cost-reduction 
is worthy of consideration. One executive has said that 
any machine or cost-cutting device that will save enough 
to pay for itself in five years should be promptly purchased 
and installed. 


The Human Equation 


But there is a far more vital factor in American in- 
dustry that can be adequately accounted for by physical 
conditions, methods, processes, or machines. That is the 
much-discussed human factor. The importance of the 
employees of an industry has been much talked about since 
the war. More has been said about it, in fact, than has 
been done about it. It is a subject that always intrudes 
wherever our industrial and business future is discussed. 
Our wage levels stay up while price levels come down. 
“Isn’t this,” says the bewildered executive who has been 
unable to catch up, “the nigger in the woodpile? Must 
we not reduce wages before we can hope to compete?” 
The answer is that, in the new order of things, maintenance 
of our wage levels and the standards of living which they 
permit, is essential. High wages mean corresponding pur- 
chasing power; greater consumability, potential market 
for more products—a fact England and European countries 
are just beginning to realize. There is, occasionally, a 
statement that America can never compete with Germany 
and with France and England once those countries hit 
their industrial stride because they can turn out goods 
cheaper than we can because of the lower wages paid 
their labor. This contention does not jibe with the actual 
performances of those of our manufacturers who have 
maintained high wages and along with them a high per 
man output; those concerns, in other words, which have 
managed to get in return for wages paid one hundred cents 
on their dollars of wage expenditure. 

A reduction in wages is one of the first expedients which 
in the past has occured to management when it becomes 
evident that the business must reduce costs. Instead of 
reducing costs per unit of output, many wage reductions have 
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just the opposite effect and costs actually go up. Why? 
Because the return-value on the reduced wage is propor- 
tionately less than that received for the higher wage. 

Instead of reducing wages, the brains of the business 
should devote itself to the raising of per capita value- 
received in productive effort in return for a wage, and 
let those wages be as high as possible, as long as they 
show up full measure in high quality low-cost output. A 
100-cents return on the wage dollar is not common. There- 
in lies the big opportunity for the manufacturer who must 
meet competition; must get a favorable selling price; keep 
quality to high standards and show profit-on his invest- 
ment. It is quite common to find such concerns receiving 
in effort only from seventy to eighty per cent of the value 
represented by the dollars paid in wages: The definite, 
basic reason for such short return is found in the individual 
attitude of the employee. Every worker’s attitude toward 
his job, toward the business, toward industry in general, 
based on his limited understanding of the essential facts, 
governs his performance. If his attitude is careless and 
negative, his day-to-day performance definitely reflects that 
condition, in output. The principal factors. which produce 
this short return on the wage dollar are set forth in the 
attached graph. 

Correcting conditions in industry, therefore, is only a 
part of the work of rebuilding wage values, although con- 
ditions have received the major attention. An even more 
vital need is to devote an equal degree of attention to the 
factor which is actually the most common cause of absentee- 
ism, waste material, waste time, inefficiency, dissatisfaction, 
etc., namely the individual attitude of the wage worker, the 
mental driving force which governs his effort. To the 
stockholder, the consumer, the manager and to fellow- 
workers the practical importance of attitude-toward-the- 
job has been glimpsed only faintly. It is actually a con- 
trolling factor. When negative and destructive attitudes 
crystallize in open strife, a costly example is afforded of 
the importance of the attitude factor. But where no strife 
condition has existed for years and years the negative 
attitudes of workers are taking toll from the assets of the 
business in daily and hourly performances and the cost 
to the business is just as real as though it were written 
on the ledger. On a payroll of one thousand workers, it 
is not uncommon to find 500 workers who are delivering, 
in actual value, not more than 75% of what is easily vos- 
sible without strain. At an average wage of $4 per day, 
this shows an aggregate short-return of $500 per day or 
$150,000 in a year of 300 working days. The possibilities 
of utilizing this amount in reductions of price or in net 
profit are apparent. The short return can be built up by 
scientifically building up the productive desires and capa- 
bilities of employees. 

Building wage values is a proven remedy for many of 
the problems of the average business. The human element 
is a source of wastes and losses which Secretary Hoover 
and other engineers have estimated to be as: high as 30% 
of the total value of production. In working under capa- 
city, employees create influences which reverberate through- 
industry. The concern suffering from short return on 
wages cannot step along with the new principles: Econom- 
ical, high quality production; low selling prices; steady 
profits, high wages. A worker who gives $10 worth of 
effort for $20 in pay is, in the final analysis, harming him- 
self. The loss he imposes on the business for which he 
works, added to hundreds of other similar wasteages places 
an intolerable burden on management and capital. Busi- 
nesses that are not making profits cannot continue to stay 
in business. If a manufacturer cannot cope with the mar- 
ket requirements, low price, quality standards and prompt 
delivery, his market slips. Of all the risks which by daily 
and hourly decisions the management must meet, this risk 
of losing market is the one most to be avoided. A con- 
dition of short return value on wages affects market; im- 
poses a risk which is of too much moment to be ignored. 
Its removal, by the salvaging of losses which root in human 
attitudes and motives, is a vital prerequisite for getting into 
step with the new principles of doing business. Converting 
these losses into profits is being accomplished, and such 
conversion constitutes a sound, far-reaching solution of 
business problems. 
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| We Specialize in Electric Light 


and Power Securities 


A quarter of century of experience in connection 
with the financing of well-managed Electric Light 
and Power Companies has given our executives a 
thorough knowledge of security values in this 
important and attractive field of investments, 


The securities we offer must measure up to high 
standards from the standpoint of safety, stability 
and marketability. 


As an introduction to this 
House and its methods write 
for “Electrified America, 
Your Opportunity As An In- 
vestor,’ together with our 
latest list of offerings. 


R. E. WILSEY & COMPANY 


INCORPORATED 
Investment Securities 


First National Bank Building 
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Special 
Vacation Offer 


To News Stand Readers 


Have The Magazine of Wall Street 
follow you on your summer vacation 


To keep you in close contact with the situation, we are mak- 
ing a special vacation offer of 4 issues of THE MAGAZINE 
OF WALL STREET for $1.00 to include the numbers of 
July 31, August 14, August 28 and September 11. Use the 
coupon. 

You cannot afford to lose touch with 

the world of investment and business. 


(Address may be changed to your regular home address by sending three 
weeks’ notice.) 


THE MAGAZINE OF WALL STREET, 
42 BROADWAY, NEW YORK CITY. 


I enclose $1.09. Send me the four issues beginning with July 31, men- 
tioned in your special vacation offer. My address for the summer will be 


(Continued from page 627) 
tions, with 100 millions of public 
money provided for working capital 
to improve marketing machinery and 
eliminate waste in distribution. That 
would help, but it would not go far, 
For, manifestly, the post-war dispar- 
ity between prices of agricultural 
commodities and industrial goods is 
established by the world market fo; 
farm products, while the high prices 
of industrial products charged to the 
disadvantage of all American consum- 
ers are due in large measure to tariff 
favors and immunities written into 
the statutes by their beneficiaries. 

Because of the world situation, 
therefore, and because of the expan- 
sion of American industry and its need 
of wider markets at home and abroad, 
the high duties in the tariff schedules 
have rapidly become out-dated. On 
this score the administration at Wash- 
ington has no doubt heard from far- 
sighted Republican manufacturers and 
exporters, as well as from the banking 
community which has in charge the 
nation’s foreign investment interests. 
A realignment of forces within the 
Republican organism is needed to 
meet the insurgency of the electorate 
of the Middle West. With all due re- 
gard for the interests vested in the 
present tariff—and they should be 
carefully considered—real relief can 
come to the agricultural States and to 
the broader’ industrial interests 
through a downward revision. Only 
prompt action will prevent a split in 
the ruling party through the defection 
of the agricultural States, and a bet- 
terment of the prospects for an incom- 
ing Democratic administration com- 
parable with that of 1892, when 
Grover Cleveland came to the Presi- 
dency. 

But such a revision should come, not 
because it will serve one or the other 
great political party, but because it 
will advantage alike the farmers and 
big business and help this country in 
its role of industrial and financial 
world leadership. 


TRADE TENDENCIES 
(Continued from page 590) 
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sion from present conditions must be 
expected at least into August, it is 
probable that no serious change will 
take place during the current quarter. 
Reports shortly to be released will in- 
dicate that steel earning power during 
the second quarter, while less than in 
the preceding period, was satisfactory. 
The U. S. Steel Corporation, for ex- 
ample, should show slightly over the 
$3.07 earned in the first quarter. 
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Outlook More Encouraging 


In consideration of the unseasonable 
weather prevailing simultaneously with 
(Please turn to page 632) 
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PUTS & CALLS 


If stock market traders under- 
stood the advantage derived from 
the use of PUTS & CALLS, 
they would familiarize themselves 
with their operation. 


PUTS & CALLS place a 
buyer of them in position to take 
advantage of unforeseen happen- 
ings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO, 
Specialists in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
j 3860 
Phones, Hanover: 3861 
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Complete Your 


Financial Library 


At LESS than the Special 
Discount Price of $15.50 
(Regular Price $23.75) 


You can deduct from your remit- 
tance the full price paid by you 
for the books you already have. 


If, for example, you paid $5.00 for Volume I of 
Studies in Stock Speculation and $3.75 for How I Trade 


_ and Invest in Stocks and Bonds we will credit you with 


$8.75 and send you “Studies in Tape Reading,” “Fourteen 
Methods of Operating in the Stock Market,” “Financial | 
Independence at Fifty” and “Studies in Stock Specula- 
tion,” Volume II, our new book on Security trading 


for $6.75. 
—What These Books Will Do for You.— 


They will 
—Enable you to put your investments on a Business 
basis. 
—Teach you how to detect security bargains. 
—Tell you how to let your profits ride, while cutting 
your losses short. 
This is the most unusual offer ever made by us. We cannot 
accept orders after July 17. Take advantage of this money 


saver NOW by filling out the coupon below. It will take you 
but a minute and we assure you it will be a minute well invested. 


Special Combination Credit and Order Coupon 


This form must be filled in to get the books necessary to 
complete your library. 


MAGAZINE OF WALL STREET O All orders sent C. 
42 Broadway, New York City, N. ¥. (to Continental U. S. 


Gentlemen: 


CREDIT MEMO ORDER COUPON 


Credit me with $ I enclose $ 
(insert the price paid for previous books) credit I have totals $15.50. 


which I have paid on books checked below. Send me the books I have checked below. 


CJ Studies in Stock Speculation Vol. 1. [] Studies in Stock Speculation Vol. 1.° 
C) How I Trade and Invest. C) Studies in Stock Speculation Vol. 2. 
OJ Fourteen Methods of Operating. CL] How I Trade and Invest. ; 
CJ Studies in Tape Reading. CJ Studies in Tape Reading. 

Fi ial Ind dence at 50. C1 Fourteen Methods of Operating. 





0) You and Your Broker: (CJ Financial Independence at 50. 


Price of Library 
less credit 


Balance (enclosed herewith) 
N. B.—Credit can be allowed only for the books listed above. In the 
event that you have purchased all books but Volume two, we will send 
you this book for $3.75. 

















For Reinvestment of Funds 


We suggest the following securities now selling at 
attractive prices to yield about the returns noted 


BONDS 


FLORIDA POWER AND LIGHT 
ist Mtge. 5s, 1954 
CONTINENTAL GAS & ELECTRIC 
Sec. 6%s, 1964 6.25% 
REP. OF URUGUAY 
Ext. S. F. 6s, 1960 


5.35% 


6.25% 


PREFERRED STOCKS 


INDIANAPOLIS POWER & LIGHT 

EY 5 ee Oe en 2 a 
PAcIFIC GAS & ELECTRIC 

Non-Cal. 6% 


Prices and full details upon request. Send for Circular MW-6 


1.37% 


6.00% 


Fred’k Southack & Alwyn Ball, Jr., Inc. 


11 BroapwAy Bowiinc GREEN 1410 New York 














ARE UTILITIES A BUY? 


Will This Group Follow Market in Upward Movement? 


Which Are the Strongest Holding Companies in Assets 
and Earnings? 


Are Their Huge Expansion Programs Justified ? 





These Questions Will Be Answered in a Series 
of Exhaustive Articles Soon to Appear in 


The Wall Street News 


Pablished daily by 
THE NEW YORK NEWS BUREAU ASSOCIATION 
42-44 New Street New York City 


Enclosed find $2.50 for three months’ subscription, including special Public 
Utility Articles. 


Street No. 


City and State 
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large offerings of duty free sugar, the 
market has shown _ considerable 
strength. June has witnessed the 
highest average price of refined sugar 
since April of last year, and the gen- 
eral outlook for the industry is im- 
proving. While stocks are running 
somewhat higher than last year, re- 
sulting in low levels for raw sugar, a 
sustained, seasonal warm spell may be 
counted on to accelerate consumption 
and increase refiners’ weekly meltings 
by 25% with a consequent stiffening 
in both raw and refined prices. As 
much attention in the sugar trade is 
now directed to weather forecasts and 
the thermometer as to quotations. 

With the grinding season practically 
over in Cuba, it is estimated that the 
crop for this island will be close to. 
4.9 million tons, compared with 5.12 
millions in 1925. Stocks at Cuban 
ports have been brought down from 
their May peak of 1.47 million tons; 
and European and Far Eastern in- 
terest in this market gives promise 
of larger business than was earlier in- 
dicated. Whereas, European produc- 
tion will be close to last year’s level 
(curtailment in Czechoslovakia being 
offset by increased production else- 
where) the consumption curve _indi- 
cates larger requirements for nearly 
every country. In the Far East a de- 
cline in production over last year is ex- 
pected, and is substantiated by the fact 
that China and Australia have recently 
made heavy purchases from Cuba. 

The most salutary factor in the 
sugar situation is the prospect that 
consumption will come much nearer 
balancing production than was indi- 
cated in early season aspects. 





WOOL 











Prices Stabilizing 


Wool has at last begun to show defi- 
nite resistance toward further price 
declines. Furthermore, the movement 
has been sufficiently sustained to pre- 
sent the semblance of stabilization. 
The descent has been checked princi- 
pally by an increased consumer de- 
mand concomittant with a measure of 
recovery in the finished goods trade. 
Many buyers who have long held out 
for lower prices have recently been 
forced into the market by their low 
stocks. The situation has also been 
fortified by firm levels in foreign mar- 
kets, which have attracted considerable 
wool into re-export from bond in the 
United States. 

Encouraging as the present tendency 
appears, it cannot, however, be inter- 
preted at present as more than a move 
toward stabilization. No appreciable 
rise to higher levels is in sight in con- 
sideration of the fact that the clothing 
trade is far from normal despite the 
recent demand in Fall lines, and the 
year as a whole will probably not prove 
a profitable one. Moreover, raw wool 


(Please turn to page 634) 
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Put Your Investment and 
Trading On a Sound Basis 


Subscribers to The Investment and Business Forecast 
have been put into the right stocks at the right 
time—and have been making money right along. 


When you conduct your security operations in accordance with our sugges- 
tions you do not have to wade through a long list of securities hunting for 
those which may appeal to you. 


Our trading instructions are concise and limited to a maximum of 25 stocks 
at a time—but normally ranging from 8 to 15. The Bargain Indicator car- 
ries approximately 30 issues, but actual buying instructions are limited to 
from 6 to 10 in current issues. The same is true of the bond recommendations. 


Here is the list. of all trading recommendations from April 8 to June 25. We began taking 

profits June 8, and at no time have carried more than 12 issues. How many of these stocks 

did you buy—or would have selected at the time we made our recommendations? 
Steck Stock 

Baltimere & Ohio 89 International Harvester . 

Brooklyn Manhat. Transit. . Loew’s 

Chesapeake & Ohio Mack Truck 

Consolidated Cigar Marland Oil 

Erie 1st Preferred 40 Phillips Petroleum 

Famous Players to 12214 Southern Railway 

General Motors 123 Standard Oil of Calif...... 5514 

General Railway Signal..... 87 to 88 Shubert 631, 

International Combustion .. 42 to 45 


The consistent scrutiny to which we subject business conditions and the market— 
technically, statistically and fundamentally—enable us to see behind the superficial 
irregular price movements of the day and to discern the actual situation. 
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Recommended at 


124% 
55 


Here also are some of our recent long pull income paying common stock recommendations: 


New York Central at 125 Southern Pacific at 99 Philadelphia Co. at 63 
Texas Company at 50 Union Pacific at 144 Consolidated Gas at 93 


Look at today’s quotations and see what this advice would have been worth to you. 


Here is the service you receive 


Service Report Unusual Opportunities 


tro es 


1.—An 8-page service report issued regularly every 
Tuesday, with occasional special issues covering 
impertant changes in the technical position— 
sent by air mail if desired. Subscribers living 
outside the over-night mail delivery zone may 
have a brief summary of the technical position 
advices sent collect by night or day letter telegram 
or in coded fast wires. 


CGolorgraphs 
2.—The Richard D. Wyckoff colorgraphs of Business, 
Money, Credit and Securities. 
Technical Position 
8.—The technical position for traders, showing what 
and when to buy and sell. 
Bargain Indicator 


4.—Dividend. paying preferred and common stocks for 
income and profit. 


5.—Two recommendations each week of high grade 

securities with possibilities for market profit 

Genuine bargains, critically analyzed—and we tell 
you when to sell. Bond 
onds 


6.—Each week tables of standard bonds for income 
only, and also for income and market profit. 


Trend of Leading Industries 

7.—A thorough survey of the various flelds of industry 

and finance. 
Replies by Mail or Wire 

8.—Prompt replies to inquiries for opinions re ding 
a reasonable number of listed securities (limited 
only to 12 issues in any one communication)—o: 
the standing of your broker. 


A Special Wire or Letter 


9.—A special ‘wire or letter when any important 


change is foreseen in the technical position. 
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SPECIAL SIX MONTHS’ TRIAL COUPON------—— — 
INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 42 Broadway, New York City. 
I enclose check for $75 to cover my test subscription to The Investment 
and Business Forecast for the next six months, 


Use this 


coupon Weekly 


Wire 
to test Service 


The Investment 


| and Business Forecast 


JULY 17, 1996 
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We Recommend— 





$5,500,000 


Southern Cities Utilities 
First Lien 6% Bonds 


Due June 1, 1951 


Secured by deposit of subsidiary 
first mortgage bonds amounting 
to not less than this issue. 
Earnings for 12 months ended 
March 31, 1926, ever twice an- 
nual interest charges including 
net amount of divisional bonds. 








Price 100 and Interest 


Complete details on request 


Kelley, Drayton 
& Converse 


Members New York and Philadelphia 
Stock Exchanges 
40 Exchange Place, New York 
Uptown Office: 50 Last 42nd Street 
Philadelphia Office: 807 Packard Bldg. 
Narragansett Pier: Hotel de la Plage 












































FORECASTING: 


THE TREND OF 7: 
STOCK MARKET: 


Can the tread of the stock market 
be accurately forecast by an iatelli- 
gent interpretation of «be action of 
> unseen forces dominating it as 
recorded on the ticker tape? 


YES 


ust how this is accomplished—the 
mation required — the source 
of correct knowledge—tundamen- 
tals of successful trading and invest- 
ment—How-Whea-and Why wide 
market swings (wp or down) de- 
velop, is fully explained in our 
Neer 3 just puliliched 
“The 


KEY TO SUCCESS 
in the 
STOCK MARKET”’ 


Written by 
Richarad D. Wyckoff 


The Editor of The Magazine of Wall Street 
Complimentary copy to anyone interested in 
the security market cither from a trading or 
isvestment pout of view. 

Ask for M. W. 
Richard D. Wyckoff Analytical Staff, Inc. 


‘a 42 Broadway New York 























(Continued from page 632) 
production this year, both foreign and 
domestic, promises to be larger than 
last with a substantial carry-over still 
unsold. 

In short, while it has been recently 
possible to sustain prices in the face 
of a generally curtailed consuming de- 
return to normal price in fleece or 


mand, it is unreasonable to expect a | 


fabric in the immediate future. 





INTIMATE TALKS WITH 
READERS 
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THE MARK OF THE NOVICE 


account of any customer, during 

a three months’ period or so, and 
signs stand out like the well-known 
sore thumb indicating the character, 
experience and temperament of that 
customer. The size of the trades mat- 
ters not. There are big novices as well 
as little ones: the difference being 
measured very often in the egotism of 
the higher men who refuse to believe 
that a 500-share trader can be even 
greener than the little odd-lot fellow 
with his 10-share nibblings. 


First: the old-timer seldom or never 
complains, whether to his broker or 
anyone else. He never has alibis for 
his errors of judgment. He never 
registers a real “kick” with his broker. 
If he believes the latter has tripped up 
in some way, he points out his rights 
good-naturally and asks for an adjust- 
ment, if coming to him—and always 
gets it! He never brings up dividend 
credits till ample time has elapsed after 
the dividend is known to be payable, 
and provided it was paid in sufficient 
time to go into the last statement 
rendered. The old-timer prefers to 
await his next statement, because 
brokers depend on book-keepers and 
cashiers: little stock is registered in the 
customers’ names: and crediting of 
dividends is an interior book-keeping 
adjustment 90% of the time—nothing 
else. 


Second: the greedier kind of novice, 
without putting up more margin or 
equity, invariably wants to run his 
shoe-string profits into a tannery— 
overnight. He begins with, say, 50 
shares, in three months has been trad- 
ing some 100 and 200 share lots, and 
winds up with a healthy line of stocks 
carried on, say, 10 to 15 points margin: 
then an unhealthy reaction (always 
described as healthy by the newspapers) 
wipes him out. The skilled trader 
never gets that way! The latter aims 
foremost to stay in Wall Street for 
good, and is usually over-margined 
rather than under-margined, meaning, 
like the sensible eater—he likes to go 
away from the table before he feels 
“full.” 


Third: there never was a novice we 
have spoken to who did not believe 
his broker had prophetic powers, and 


a on the reader look over the trading 


who didn’t believe that the order clerk 


knows (or should know) the coming @ 


“high” and “low” for the day by 10:15 # 
A. M. If the truth may be laid bare, ~ 
the customer is often the better judge 
of his own particular stock because he ~ 
is concentrating on that one only. The ~ 
broker and order clerk are watching 
hundreds of them. The tape is never 
ahead of quotations. It reports what 
has happened—a minute to fifteen ~ 
minutes ago: it doesn’t report what is 7 
happening now. Experts can and do © 
anticipate what is going to happen, 
but this is not necessarily the broker’s 
business, and he is not bound to fore- 
cast: and he cannot use his discretion 

any time. ; 


Fourth: “That ‘Whatsthis’ stock you 
recommend is already up 10 points 
from the low. Why didn’t you tell me ~ 
sooner?” Said stock thereafter goes ~ 
up 15 points more, and the novice gets 
the broker on the ’phone and wonders 
whether it still isn’t a good buy? Ifa ~ 
stock has a rise it proves only that it © 
is having its move, only to be stopped ~ 
at some definite point (very often still — 
higher) when the causes creating the © 
first rise disappear. The first rise © 
represents well-informed, and often — 
“inside” buying. Its rise signals to all 
the world that something is happening. | 
It is often far safer to buy a stock © 
that has “had a rise” than to go in for © 
something that has had a good fall. 


Fifth: the novice is only convinced 
of the merit of a stock by the time it 
has reached the distribution stage, 
which means, around the time it has 
had its third or fourth successive big 
boost upward. Sometimes there’s: a 
profit possible even then: but it’s — 
dangerous to follow the crowd which 
creates a broad’ enough market 
(volume) on which insiders and pools — 
can take profits. If the rise can be 
analyzed into three broad stages, usual- — 
ly 3 to 5 points per stage, it is un- 
healthy to participate in the upper 
levels. After a sizeable setback (5, 7, — 
to 10 points from the “high”), ad- — 
vantage should be taken of the reaction ~ 
in the stock, in conjunction with the — 
second or third weak day in the gen- © 
eral market, to participate. Pools do = 
not distribute, as a rule, in a day oF © 
two. : 

Sixth: the novice usually begin | 
operations in rather low-priced stocks, © 
believing he can learn to swim more — 
easily in shallow water evidently! Cheap: © 
stocks have something lacking—ob ~ 
viously. Only millionaires and capital- — 
ists can indulge their foresight in this- — 
line, because if they happen to be wrong 
their loss is an incident, and they cam: ~ 
afford to tie up capital indefinitely— 
till the next great bull market. i 

Seventh: the novice likes actiom, — 
and usually gets it—from the margit — 
clerk. One good trade every three — 
months should satisfy the novice. His: 
“position” should not be abandoned! ” 
merely because “he’s been in it long” 
enough.” So long as your stock is > 
ing your way, continues to show 8” 
profit, and reacts only normally 
with the market trend, stay with 
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